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THE ADVANCE IN THE GOLD PREMIUM. 


The rise in gold seems to have taken the financial community 
by surprise. Since the Jay Cooke panic, the premium has never 
been as high as 115, except on the 27th September, 1873, when 
it ranged from 113% to 115%. Immediately afterwards gold 
began to fall, and reached 106%, its lowest point, on the 6th 
November of that year; since which time the price has‘ been 
steady at 110 to 112. During the past month a higher level 
seems to have established itself, and the question is, whether the 
tide will rise still higher, or will retreat to its former limits. The 
surprise -at this upward tendency of gold is the more general be- 
cause of its following so close upon the recent finance bill. That 
law fixes a day for the resumption of specie payments. It de- 
clares that on the 1st January, 1879, the United States Treasury 
will be prepared to sell gold at par. Such a promise as this, 
backed by the vast resources of the Government, would give, it 
was supposed, a new bond of strength to the paper currency, and 
would add to the credit of the greenbacks. The argument has 
been repeated, over and over again, during the last ten years, that 
if the Treasury would only fix a day for paying its greenbacks at 
par, their depreciation would immediately begin to disappear. 
It is argued, and with great plausibility, that at present the green- 
back is a dishonored note, a promise to pay for which no provi- 
sion is made. Once fix a day when the greenbacks shall be paid 
on demand, and they will soon pass current at par with gold. It 
made no difference, so these currency reformers thought, whether 
the day of resumption was fixed at an earlier date or four or five 
years hence. The premium in either case would rapidly disap- 
pear, so that, if the present rate were 14 per cent., it would 
shortly fall to 6 or 7 per cent., and, in a year or two, it would 
gradually sink lower and lower, until, long before the period fixed 

43 





658 BANKER’S MAGAZINE. [ March, 


for resumption, specie payments would be easily, and without 
effort, restored. This was substantially the opinion of Mr. Chase, 
who was a profound believer in the power of the Government to 
diminish or annihilate the gold premium at pleasure. A remark- 
able illustration of the devout faith with which he held this 
opinion, will be found in a letter, from which we give an extract 
on another page. 


As to the causes of the recent advance there is much diversity 
of opinion. Most of our merchants ascribe it to the scarcity of 
coin. Mr. Bristow has stopped his weekly sales of gold, the cus- 
toms duties have depleted. the market, and the coin paid into the 
Treasury has been locked up and hoarded instead of being restored 
to the open market, by weekly sales, as heretofore. 


Besides this cause of scarcity in cash gold, there has been a 
heavy export movement of specie to Europe. Since last fall 30 
millions of gold have been sent abroad in exchange for 30 mill- 
ions of our bonds. By some persons it is supposed that the Ger- 
man Government has been investing part of its funds in Five- 
twenties, with a view to ship the bonds hither in exchange for 
gold. The only confirmation we hear for this story arises out of 
the fact that some time ago the German Government bought 15 
millions of United States bonds, which it recently sold in the 
expectation of getting gold in exchange. Whether these 15 mill- 
ions were shipped to the United States is not known. What is 
said is, that the agents of the German Government are buying 
their bonds back again, and the need of the German Mint for 
coining purposes is well known. Hence, the theory is started that 
the alleged maneuver is to be repeated, and that 1o or 15 mill- 
ions of our Government bonds will at some early day be sent 
back in exchange for gold. ) 


Many other rumors are current in Wall street, and the foreign 
exchange market has suffered much disturbance. Considerable 
force is imputed to the inflation of the currency which is expected 
to result from the new finance bill. ‘The enlargement of the legal- 
tender currency was supposed to have been entirely stopped by the 
legislation of last summer. Now that this delicate question has 
been reopened, one-fifth of all the new issues of National Bank 
notes will be a direct addition to the present volume of the paper 
circulation. Finally, it is argued that the low price of gold sinee 
the panic has been the result of artificial depression, and has 
resulted partly from the favorable balance of trade, partly from 
the inertness of general business, but chiefly from the policy for 
putting down gold adopted by Mr. Boutwell, and kept up by his 
successors in the Treasury. In presence of these conflicting forces, 
the movements of the gold premium are watched with great anx- 
iety, and it is difficult for our merchants and financial men to 
forecast the future so as to make their usual engagements. 
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DEFALCATIONS AND FIDELITY COMPANIES. 


It is related of Alfred the Great that he exterminated the bands 
of freebooters who infested his dominions, and that he made Eng- 
land so safe that a child might carry a bag of gold from one end 
of the kingdom to the other, without danger of molestation. The 
means adopted were very Simple. Alfred divided the whole 
country into districts. When a robbery took place in any one of 
these districts every householder within its limits was assessed to 
pay his share of the property stolen. Thus the loser was indemni- 
fied and every man in England became a detective officer, to 
watch against highway robbers and bring their career to a swift 
end. The jurisprudence of England still retains traces of the police 
districts established by this wisest of Saxon monarchs ten centuries 
ago. ; 

It has occurred to some shrewd bankers and business men that 
a somewhat similar principle to that which King Alfred found so 
useful to check depredations in his time might be used to prevent 
defalcations in our day. Several expedients have been devised for 
the purpose. Among them are the fidelity societies, whose busi- 
ness it is to make good to the employer any loss by the fraud or 
dishonesty of his clerks. Several societies for this purpose have 
been set up in England. One of them, known as the Guarantee 
Society, was established as long ago as 1840, and was chartered 
in 1842 by a special act of Parliament. Its security has long beer: 
accepted by the Bank of England, by the Corporation of the city 
of London, and by many of the principal bankers, railway com- 
panies, public corporations, and commercial firms in Great Britain. 
In Canada, several similar associations exist. The Canada Guar- 
antee Company claims to be the only one of these associations 
licensed by the Government. Its capital is nominally $ 100,000, 
and, the liability of the shareholders being double, its assets are 
virtually $200,000. Its bonds are accepted by the Government, 
and by the chief banks, railways; and merchants of Canada. 
It is intended to obviate the necessity of private suretyships on 
behalf of men accepting positions of trust. ‘The persons in whose 
behalf the society gives its guarantee pay a fixed percentage on 
the amount of the bond they require, and the preliminary inquiries 
made by the society in respect to applicants somewhat resemble, 
mutatis mutandis, the precautions adopted by the best life insurance 
companies prior to accepting any life or issuing a policy upon it. 
It is a matter of surprise that we have not, in this country, some 
society like those described above. Defalcations have become so 
numerous as to make such a society extremely desirable. Indeed, 
we believe more than one effort has been made to meet the want. 
For what reason these attempts were abandoned we do not know. 
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Men who hold places of trust can, by means of such a society as 
this, release their existing private sureties from all future responsi- 
bility; and employers who require their clerks to give security will 
be relieved from anxiety as to the solvency of their bondsmen. 
The history of defalcations shows that in the majority of cases the 
descent into the gulf of infamy was made by slow and timid steps. 
It is one of the numerous moral benefits of guarantee societies 
that they set a kind of barrier around their constituents, and make 
a large body of business men guardians, as it were, of each other's 
integrity. It is a principle of human nature that temptation loses 
much of its power when an esprit de corps can be set up to 
antagonize and repel it. The prosperity of the best guarantee 
companies suggests evidence for the belief that they may, both in 
the methods pointed out and in many other ways which we need 
not mention, assist the good work of strengthening and _ buttressing 
the citadel of commercial morality. Of course the safeguards in- 
dicated offer only a subordinate means of keeping men _ honest. 
To cultivate true, conscientious integrity in the individual is to 
lay the only solid foundation for the establishment of mercantile 
honor in the community. While men are constituted as they are, 
a large amount of moral obliquity, if not of actual defalcation, 
may be averted by the use of safeguards and preventives ot 
proper kinds. If it should be denied, as by some persons it may 
be, that the fidelity companies of which we have spoken can be 
admitted into the class of preventive institutions, it is certain that 
they are efficient in obviating many inconveniences which the fear 
of fraud or defalcation causes both to the employer and the em- 
ployed. 

Besides employers there are two classes of persons to whom the 
Fidelity Companies will be of great service. First, to officials who, 
by law or custom, have to provide sureties as a condition of their 
accepting positions of trust. Secondly, to persons who, because 
they do not enjoy any such protection, are either debarred from 
employments suited to their capacity, or gain them with difficulty, 
and hold them by a precarious tenure. Such are clerks in banks, 
stores, and manufactories; mercantile travelers, brokers, business 
agents, and many others. Of the value of fidelity insurance in this 
point of view, a recent writer has remarked: “'The employer 
would be able to select his servants from the best of those seeking 
employment, and he would be able to place all the more confi- 
dence in the person guaranteed, knowing the deep interest which 
the company has in his conduct, and the constant supervision kept 
over his actions.” To this we may add that, as the business of 
- the company would always be open to inspection under proper 
conditions, the safeguard of publicity would enhance the value of 
the guarantee beyond that of any ordinary private bondsmen. 
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LAST YEAR’S FAILURES. 


If commercial failures are not more frequent here than elsewhere, cer- 
tainly our statistics on the subject are more elaborate and com- 
plete than those of any European country. For this minute and 
painstaking accuracy in the reports of commercial failures, we are 
indebted to private enterprise, as the Government reports on the 
subject, are even less complete here than abroad., We give below 
the annual report just published by Messrs. Dun, Barlow & Co.: 


—— 1874, ———--1873 —_ ———-1872__ 
Number Amount Number Amount Number Amount 
of g a of a a 

States. Failures. Liabilities. Failures. Liabilities. Failures. Liabilities. 
Alabama ........... 48 $963,000 . 52 $1,337,000 . 75 $1,501,000 
Arkansas 22 406,000 . 17 307,000 . 20 217,000 
California 68 2,571,000 . 70 1,500,000 . 80 2,434,000 
Connecticut I5I 2,286,000 . 104 1,452,000 . 70 2,370,000 
Delaware a7 578,000 . 31 663,000 . 20 189,000 
District of Columbia. 18 256,000 . 13 240,000 8 59,000 
Florida 14 293,000 . 10 258,000 15 179,000 
Georgia 118 1,845,000 . 67 2,113,000 73 1,293,000 
Illinois 332 7,510,000 . 329 7,109,000 . 185 11,470,000 
ERGIADD once cecsnss:s 167 2,397,000 . 134 2,260,000 . 80 991,000 
Iowa 144 2,034,000 . 141 1,917,000 . QI 876,000 
94 988,000 . 94 821,000 - 90 860,000 
Kentucky 167 1,879,000 . 125 2,287,000 . 99 2,059,000 
Louisiana 99 4,429,000 74 2,831,000 . 85 3,100,000 
84 1,063,000 . 80 752,000 . 90 1,072,000 
Maryland 110 1,691,000 . 63 1,229,000 75 5,045,000 
Massachusetts ...--. 416 10,600,000 . 309 —‘11,224,000 . 353 25,374,000 
Michigan 2386 4,477,000 . 248 3,917,000 . 175 2,720,000 
Minnesota 60 1,029,000 . 61 944,000 . 43 407,000 
Mississippi 66 1,555,000 . 79 909,000 . 53 591,000 
Missouri 175 3,061,000 . 188 5,867,000 . 175 2,670,000 
Nebraska 42 521,000 22 311,000 - 17 201,000 
New Hampshire -... 2 266,000 27 513,000 . 37 447,000 
New Jersey 146 3,854,000 . 119 2,482,000 . 126 2,036,000 
New York 573 10,295,000 . 13,721,000 - 423 8,417,000 
New York City 645 32,580,000 . 92,635,000 . 385  20,684,c00 
North Carolina 56 542,000 . 672,000 30 282,000 
343 8,481,000 11,320,000 6,569,000 
Pennsylvania ..----- 644 34,774,000 31,445,000 . 9,422,000 
Rhode Island ....... 71 1,250,000 15,259,000 1,179,000 
South Carolina...... 61 1,531,000 1,927,000 801,000 
Tennessee 94 3585,0CO 1,636,000 1,438,000 
Territories 67 969,000 868,000 . 252,000 
142 2,201,000 . 116 1,751,000 . 860,000 
Vermont 36 380,000 350,000 . 229,000 
Virginia and W. Va... ‘III 1,514,000 . 125 2,188,000 . 1,635,000 
Wisconsin 2,575,000 . 81 1,574,000 . 1,127,000 


5,830 $ 155,239,000 5,183 $228,499,000 4,069 $ 121,056,000 


A comparison of the statistics for 1874 shows that the num- 
ber of failures exceeds that of 1873, with a diminution in the 
amount of liabilities. Several causes are assignable for this. 
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First, the panic of 1873 caused the failure of an unusual number 
of large houses, thus raising very much the average amount of 
liabilities over a// previous years. Secondly, the volume of busi- 
ness had been greatly diminished during 1874, so that, when 
failures did occur, the liabilities were comparatively light. Thirdly, 
the houses which succumbed during the year were in a great de- 
gree a smaller class of traders than those of 1873, and, indeed, 
we may add, than the average of several preceding years. The 
failures reported above compare as follows with the returns of 
previous years. 


° ———187I—_, ——-1870—-__. ———18 
Number Amount Number Amount Number Amount 


of of of D) of Q 

States. Failures. Liabilities. Failures. Liabilities. Failures. Liabilities. 
26 $525,000 . 31 $ 788,000 . 16 $ 101,000 
Arkansas ........... 15 95,000 4 22,000. 7 53,000 
Catiornis..........<<. 89 4,279,000 . 60 2,423,000 . 4 593,0C0 
Connecticut 77 3,915,000 . 68 1,820,000 . 61 1,048,000 
Delaware II 208,000 . 14 197,000 13 251,000 
District of Columbia. 158,000 5 28,000 - 4 106,000 

Florida 11,000. 7 91,000 . .. eet 
Georgia 964,000 98 1,403,C00 . 30 577,000 
| Eee ee 5,820,000 . 214 5,919,000 - 175 4,276,000 
Indiana 860,000 86 960,000 638 1,017,C00 
Iowa 797,000 . 67 732,000 62 694,000 
790,000 45 504,000 16 177,000 
Kentucky 1,163,000 . 75 1,194,000 . 53 1,402,000 
Louisiana 2,437,000 1,886,000 . 17 601,000 


30 
1,420,000 . 10 R 1,374,000 83 842,000 
5 


Maryland 1,194,000 1,383,000 . 37 1,285,000 
Massachusetts ...... 8,241,000 . 267 7,598,000 . 258 8,134,000 
Michigan 1,521,000 . 168 3,227,000 . 148 2,204,000 
Minnesota ........-- 471,000 . 43 568,000 . 35 567,000 
Mississippi 355,000 24 296,000 . II 383,000 
Missouri 1,995,000 . 115 2,281,000 . 65 1,968,000 
Nebraska........... 251,000. 8 152,000 15 199,000 
New Hampshire 129,000 . 40 261,000 . 39 717,000 
New Jersey 597,000 93 1,121,000 . 65 1,038,000 
New York 9,051,000 . 385 5,692,000 . 309 7,135,000 
New York City 20,740,000 . 430 20,573,000 . 418 21,370,000 
North Carolina 35 390,000 . 31 738,000 . 23 368,000 

189 4,077,000 . 206 7,956,000 . 221 4,663,000 
Pennsylvania 357 7,110,000 . 418 10,982,000 . 306 7,844,000 
Rhode Island 21 303,000 . 23 958,000 18 849,000 

30 801,000 . 21 315,000 19 209,000 

42 369,000 - 31 821,000 . 15 378,000 

as Rati, bo aes cane = Oe 519,000 

38 673,000 28 1,007,000 . I9 720,000 
Vermont 25 282,000 . 35 i a 313,000 
Virginia and W. Va.. 7 1,722,000 - 76 - 54 1,406,000 
WHCOESM .....c0cc0 Of 386,000 . 74 1,107,000 . OI 1,047,000 


Total .......... 2,915 $85,252,000 30551 $88,242,000 2,799 $75,054,000 


From the past and its disasters we naturally turn to the 
future with its hopes. Chief among the favorable signs of the 
times is the general tendency toward economy. Extravagant 
expenditure, up to the end of 1873, was one of the most alarm- 
ing symptoms noticeable in the community, and even had the pro- 
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cess of reversing that tendency been more rude and disastrous, 
the panic and its succeeding months of depression will not have 
been in vain if the necessity for retrenchment has been made 
apparent. That this reduction in expenditure has been almost 
universal is evidenced by the restriction of trade during the 
year of which so many complain. Otherwise it is difficult to account 
for the dull times in a country so abundantly supplied with every 
essential of prosperity—with crops unsurpassed, and an area 
under cultivation never equaled; with a productive power in its 
manifold industries beyond belief twenty years ago, and a marked 
progress in all material elements. Had there been any wide- 
spread distress, any failure of production, scarcity of labor, or 
continued disturbance of the monetary system of the country, the 
depression of the past year might be attributed to other causes 
than now appear. What is the legitimate trade of the country 
founded on but the actual demand of the community? If _ 
these wants are less in extent in one year, or a series of years, 
than in another, the legitimate trade is just so much influenced. It 
is obvious, therefore, if the depression of the year can be attributed 
to no worse cause than a judicious economy, there is no great 
ground for apprehension. On the contrary, the only true path 
back to renewed activity and a safe prosperity is in this direction. 
It is true that the purchasing power of the people in many locali- 
ties is impaired by the condition of numerous industries now 
paralyzed from previous over-production. Time is needed to 
restore these interests to their normal condition, and we must 
wait patiently until the equilibrium between supply and demand 
for these products adjusts itself. If, in the delay, no greater 
calamities occur than have been apparent in the past year, there 
will be cause for congratulation. 


Still another hopeful sign is the determined steady effort to 
reduce indebtedness, if not entirely to liquidate it. While among 
railroads and largely expanded corporations this policy has been 
found impossible, we are informed that, among merchants and 
traders, the amount of current indebtedness, as compared with 
this time last year, is much decreased. We have taken some 
pains to investigate this process of liquidation, and though it had 
very nearly reached its minimum prior to the purchases for the 
Spring trade, the opinion is held that in many a prosperous time 
in the history of the country the realizable assets of the mercantile 
community were far less in proportion to the liabilities than now. 


A close conservatism in the granting of credits is another 
prominent feature of encouragement, and this caution is likely 
to last for some time to come. Throughout the country credit is 
given with discrimination, and if business is thus restricted in vol- 
ume, its safety and its profits are likely to be more satisfactory. 


It is well known that there is much in the past year to dis- 
courage, and, seemingly, to delay a return to a healthy condition 
of trade. Prices for many products have materially declined, heavy 
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losses have been submitted to, and sales have been largely re- 
stricted. Those firms are fortunate whose surplus in business has 
been much increased as the result of the year, while the cases are 
numerpus where parties have barely held their own; and too many, 
if they honestly look their affairs in the face, must admit a loss. 


Yet, if the cause for the depression of the trade of the country 
is to be found in the enforcement of economy and the reduction 
of indebtedness, more than in disaster or loss of wealth-pro- 
ducing power, and if that depression, liquidation, and restriction of 
business has been submitted to without serious disaster, surely 
we have ground for hope that in the near future there is not only 
safety, but a graduak and sure improvement in the character, 
extent and profitableness of legitimate trade. There may be causes 

at work to check and indefinitely postpone this improvement. 
* Unwise reforms may retard it, Congressional legislation on the 
- currency may interfere with it; but behind all these, and other 
perplexing apprehensions, there is satisfaction in realizing that 
we have passed through a trying period with so few serious ca- 
lamities; that the year has been one of great abundance in much 
that stimulates and contributes to a nation’s wealth, and that the 
prospect for trade reveals many more encouraging than disturb- 
ing elements in the immediate future. 


THE BANKS OF CANADA. 


The official reports of the banks of Ontario and Quebec have 
just been published for the year 1874. The business of the year 
seems to have been very satisfactory, the aggregate deposits hav- 
ing risen to $79,190,000, against $61,800,000 last year, and 
$56,800,000 in 1872. The progress of the barking system for the 
last ten years may be seen from the following table: 


” Discounts oe Paid up 

aud Loans. Deposits. Capital. 
$ 42,000,000 .... $29,800,000 --- $30,700,000 
43,800,000 ce 26,700,000 asad 28,400,000 
50,600,000 Sadi 29,500,000 wie ans 30,400,000 
50,800,000 Satna 37,400,000 rene 29,300,000 
57,300,000 grits 43,000,000 Pas 30,700,000 
72,400,000 Beans 50,200,000 Baie 32,400,000 
86,8c0,000 ant 54,000,000 ae 38,500,000 
107,2C0,0C0 ee 56,800,c00 rele 47,282,759 
118,362,000 bias 61,800,000 graced 53,191,194 
144,027,000 einen 79,190,000 sa 538,458,622 
Inc’se in 10 yrs... $ 102,027,000 --- $49,390,000 ---- $27,758,622 


Percentage of inc’se, 143 p. c. asc 60 p. c. amie go p. c. 


In discussing these statistics, the Toronto Zideral points out the 
fact that the bank deposits of Canada increased from $ 2,600,000 
in 1842 to $9,660,000 in 1856, and to $79,190,000 in 1874. 
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Another contemporary gives the subjoined comparative table of 
the bank returns of Ontario and Quebec, for December 31, 1873 
and 1874: 

CAPITAL. 
Dec. 31, 1873. Dec. 31, 1874. 

Capital authorized $61,566,666 ec $ 65,866,666 

Capital paid up 53,191,923 wom 58,458,622 


LIABILITIES. 


Circulation. ....2.0.00.6.2)5505'3. $2s,9eG642 Sark $ 25,412,321 
Government deposits 9,219,872 pe 15,600,000 
Public deposits on demand 29,229,483 oie 34,069,309 
Public deposits at notice 23,361,790 2 29,519,463 
Due other Banks in Canada.... —_ 1,338,618 vee 991,464 
Due other Banks not in Canada 5,584,698 z 9,884,218 
Sundries 78,709 ae 95,050 


$ 94,526,718 7 $ 115,572,425 
ASSETS. 


Specie $ 6,403,368 pais $ 6,819,187 
Provincial notes ............... 8,582,638 eee 9,021,289 
Notes and checks of other Banks. 4,228,133 mete 5,301,885 
Due from other Banks in Canada. 2,216,354 ones 3,456,914 
Due from other B’ks notin Canada 8,520,277 bess 9,967,621 


Total available assets.........$ 29,950,770 malde $ 34,576,896 
Government Stocks 1,174,428 ee 1,186,594 
Loans to Government 186,266 ee 38,933 
Loans to Corporations.......--- 2,557,818 siaiaics 3,053,515 
pe a eee Reon 118,362,855 140,936,084 
Real Estate 517,460 pare 534,150 
Bank premises 2,250,877 F 2,658,239 
Other assets............2..2.2- 1,480,939 eats 1,305,351 


ch checcaceseee scales $ 156,481,423 oan $ 184,350,392 


It is worthy of notice that the increase of the note issues does 
not go on as rapidly as the increase in the general business of 
the banks. In this réspect we see repeated in Canada the move- 
ment which is more or less visible throughout the commercial 
world. Checks are used instead of currency to a greater extent 
year by year. The TZoronto Monetary Times, in referring to this 
change, says: 

“The circulation does not participate in the general enlargement 
of other items in the returns in proportion to its amount. The 
banks granted loans in 1874 close upon $50,000,000 in excess of 
1871~’72, but only floated $2,000,000 more notes to meet this de- 
mand. The deposits only provided some $23,000,000; hence the 
necessity of the large increase of capital in the last few years, 
though it is becoming less and less doubtful whether the increase 
of discounts has not been stimulated unduly by the pressure of 
the funds the enlarged capitals of old and new capitals of new 
banks brought into the market. «Since the new form of the re- 
turns enabled this to be traced no less than four millions have 
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been added by the banks, that is in a year and a-half, to invest- 
ments of a non-commercial character, which now reach about 
fifteen millions, the great bulk of which they would gladly ex- 
change for good paper. It is clear, therefore, that such paper is ~ 
not offering for discount, and that the business to be acquired by 
new banks must be drawn away from others who have increased their 
capital in order to keep it, the position of affairs which points to 
a period of competition among these institutions which cannot fail 
to develop doubtful business and with higher risks being also di- 
minished profits to provide for increased ratio of losses. 


“At the close of 1872 there were 22 banks, with a total paid-up 
capital of $47,300,000. In 1873 two more were opened, the paid- 
up capital being increased to $53,200,000. In 1874 four were es- 
tablished, the capital of the whole being $58,500,000. In spite 
of this increase, and the pressure which new issuers would exert 
to secure a circulation, the notes issued did not increase beyond 
a very trifling amount, showing that this source of profit became 
divisible amongst new competitors, 28 banks taking in 1874, 
what in 1872 was divided amongst 22. ‘The ratio of circulation 
to capital fell, in two years, from 53 to 43 per cent., which seems 
to indicate that the maximum has been reached of the circulation 
of bank notes, and the fact being, that, as the banks push business 
and extend their connections, they are thus, to a large extent, 
diminishing the area of the circulation, as cheques displace it, es- 
pecially in new centers of banking activity.” 


THE CREDIT FONCIER OF FRANCE. 


The pressure of mortgage debts on the landholders of France is 
an old source of trouble there, as in some other countries of 
modern Europe. The aggregate of the French real estate mort- 
gages has been estimated at various sums. M. Wolowski, to 
whom we recently referred as one of the most competent authori- 
ties on the subject, is inclined to estimate the total current value 
of the real estate of France at about $14,000,000,000, and the 
total amount of the dette hypothécaire at about $1,600,000,000, so 
that the mortgages amount to about 12 per cent. of the value of 
the property on which they rest. And he agrees with M. Passy, 
that assuming the approximate correctness of these estimates, the 
land of France is not as heavily burdened with debt as the land 
of most of the other countries of Europe. 

The interest, however, payable on the dette hypothécaire is more 
out of proportion to the total income of the land than is the 
principal to the total value of the mortgage. 

The vevenu foncitre of France is estimated at $400,000,000 a 
year, or not quite 3 per cent. on the total value of $14,000,000,000. 
The annual charge of the dette hypothécaire is estimated at 
$ 110,000,000 a year, or about 7 per cent. per annum on the 


. 
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$1,600,000,000 representing the capital of the advances. In other 
words, about a fourth part of the net annual produce of the 
French real estate would seem, by this statement, to be absorbed 
in the payment of interest on mortgages; and it would also seem 
that there prevails in France the highly anomalous state of things, 
of real property selling in the market at prices which pay the 
buyer no more than 3 per cent. per annum on his investment; 
and of the payment, nevertheless, by owners or purchasers, of no 
less than 7 per cent. per annum for money advanced on mortgage 
of the same investments. 


Of the substantial facts, as stated in this abstract form, there is 
no doubt; but the explanation of the apparent inconsistency is 
found in the circumstance that by far the largest part of the 
mortgage advances in France are required by persons who com- 
bine the two functions of the landlord and farmer, and who, not 
having sufficient capital of their own to carry on the business of 
cultivation, seek assistance from the class of lenders. On the part 
of such a borrower, therefore, the fund available for the payment 
of interest on borrowed money is twofold: first, there is the return 
coming to him as the vevt of his land, and secondly, the return 
coming to him as the /rvofi/ upon his business of farming. 


But there still remains the fact that, in France, so much more 
powerful is the disposition to buy land than to depend on any 
other form of investment, and so inadequate are the supplies of 
money-capital to the requirements for it for purposes of agricul- 
tural industry, that, while purchases of land yield only 3 per 
cent., advances to actual cultivators, secured by a mortgage on 
the estate, are not to be had for less than 7 per cent. In this 
country a very different state of things exists, to which we need 
not now refer in detail. 


In England,* we are told that the difference in the annual re- 

_ turn between the rent yielded by an estate in land bought in the 

market, and the interest yielded by a sum of money advanced as 

mortgage upon landed property of ample value, cannot be stated 

at more than 1 per cent., unless under highly exceptional circum- 

stances—that is to say, 3 per cent. obtained in the form of 
rent, and 4 per cent. obtained in the form of interest. 


In France it appears that, on the average of the whole country, 
this difference is as much as 4 per cent., and in a considerable 
number of departments the difference is still greater; for, in 1845, 
it appeared by the answers obtained from the various Conseils- 
Généraux to a series of questions, addressed to them by the Min- 


* See Mr. William Newmarch’s admirable paper on this subject in the sixth volume of 
Tooke’s History of Prices.” This essay, of which we have made a liberal use in the present 
article, contains the best account of the Crédit Foncier which has been published, except, indeed, 
the treatise of M. Wolowski. Mr. Newmarch is disposed to undervalue the usefulness of the 
Crédit Foncier. One reason for this may be the limited progress made in England by such 
organizations. So long as there are so few registers kept of mortgages in England, the suc- 
cessful working of the Crédit Foncter would be ‘impossible. Except in Yorkshire and Middle- 
sex, we believe there are in England no official registries of real estate, such as are kept in 
this country and in Continental Europe. 
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ister of Agriculture, that in twenty-two districts the rate of interest 
paid for advances on mortgage was 7, 8, 9, 10, and even 12 per 
cent. per annum. 


The heaviest rates of interest fall, of course, upon the smallest 
borrowers; but the average amount of the smallest loans is far 
more limited than any experience of similar transactions in this 
country would lead us to expect. 


By an analysis of the rolls of registration, a statement was ob- 
tained of the fréts hypothécaires for the year 1841, and of this 
statement the following figures contain an abstract, viz.: 


PrEts HypoTHECAIRES IN FRANCE IN 1841. 
No. of Total Average of 
Limit. Advances. Sum Advanced. Each Advance. 
$80 and under tie $7,320,000... $45 
$80 to $200 AMS 12,500,000... 135 
Above $200 aie 60,500,000 se 700 


Swe $80,320,000 .... $230 


It- would seem from this return, that, as regards number, nearly 
half the advances are for sums under eighty dollars. 


The year 1841 was a season when the fréts hypothéecaires were 
in gross amount less than usual. The average annual gross 
amount of the nine years, 1840-48, was 22 millions sterling; and, 
as might be expected, in the deficient season of 1847, there was 
a considerable rise in the gross amount—a rise, namely, to 25 
millions. 


These are the general facts of the condition of the proprietors 
of the soil—or rather of the proprietors of certain classes ot 
buildings raised on the soil—in France, as regards their obligations 
for money borrowed. 


As we have fully explained in previous articles, a state ot 
things the same in character, and difficulties equally urgent, have 
existed in other countries of Continental Europe, and systematic 
organizations of credit have sprung up for lightening the burden 
which presses upon the land-owners. It is to these systems that 
the term crédit foncier has been genetally applied. ‘The earliest 
example of an institution of crédit foncier is believed to have 
been afforded in Silesia at the close of the Seven Years’ War. 


The landed proprietors of the province had been exhausted by 
the conflict, and, adopting the recommendation of a merchant of 
the name of Buhring, Frederick the Great authorized the forma- 
tion, among the Silesian land-holders, of a mutual society for 
guaranteeing the repayment of the advances held by, or made to, 
any of ‘its individual members. The lenders dealt, not with the 
individual, but with the Society; and the security granted for each 
advance was an obligation or mortgage on the particular property 
concerned, fortified by the joint guarantee, and so adjusted, as re- 
gards repayment, that by means of a sinking fund of 1 per cent. 
per annum, accumulating at compound interest at 4 per cent. per 
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annum, the principal of the debt was repaid in forty-one years. 


Simple interest at 4 per cent. was also paid during the process of 
liquidation. 


In general terms, the system of crédit foncier, as introduced into 
Silesia, consisted in improving the security offered to lenders by 
means of the joint guarantee of the Society; in facilitating the 
negotiation of advances by means of a special law; in providing 
for the liquidation of the principal of the advance by means of a 
terminable annuity to be accumulated at compound interest; and 
by providing also for the punctual payment, year by year, of 
simple interest on advance. 


The modifications of these principles were various. In some 
cases, for example, the sinking fund was doubled, and made 2 per 
cent. per annum; but into whatever part of Germany the Silesian 
system extended, its real outlines remained the same. 


The crédit foncier seems to have been speedily adopted through- 
out the Prussian provinces, and from them to have gradually 
reached Austria and most of the German States. It was intro- 
duced into Denmark in 1850, and it has also been adopted in 
the Baltic provinces of Russia. 


In Belgium, and in Bavaria, Wurtemberg, and some other parts 
of Germany, the State has authorized joint-stock companies to put 


themselves forward as intermediate agents between lenders and 
individual land-owners; the companies seeking a profit by the per- 
centage charged for their superintendence and guarantee; and, as 
we shall see, this is the form of crédit foncier prominently intro- 
duced into France in 1852. 


But sound and wholesome as was the original design of the 
crédit foncier, it was not long in giving rise to abuses. So long as 
the J/ettres de gage, or obligations, taken by the lender from the So- 
ciety were restricted to the technical form of a mortgage, and were 
rendered not transferable, except under reasonable precautions of 
notice and registration, no mischief could ensue. But it was not 
long before it occurred to some scheming financier that these ob- 
ligations might be converted into dons hypothécaires; might be 
made a medium of circulation; might perform the functions of 
bank notes; might be rendered even more acceptable than bank 
notes, by virtue of the interest accruing upon them; and, finally, 
might be declared, in case of necessity, a paper of compulsory 
tender. 


The French assignats are the most formidable and fatal example 
of the application of these new principles. The assignats all pur- 
ported to be secured by an assignment on the National domains; 
and in some of the schemes for issuing the assignats there was a 
stipulation that they should carry interest. But they were all 
inconvertible into specie; they were all, sooner or later, decreed 
to be a compulsory tender, and they all became utterly worthless, 
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It was against a scheme proposed by the French Government 
in October, 1848, for the creation of dons hypothécaires, that M. 
Leon Faucher and M. Thiers directed two of the most forcible 
speeches addressed to the National Assembly. The proposal was 
defeated; and, although the question of improving the system of 
préts hypothécaires continued to excite considerable attention, no 
formal measures were adopted by the Government till 1852. 


On the 28th February, 1852, an Imperial decree authorized the 
formation of Sociétés de Crédit Foncier, and effected certain modifi- 
cations of the law, with the view of assisting the operations of 
these societies. On the 28th March, 1852, a Bangue Fonciere de 
Faris was established, and in the course of 1852 several further 
decrees were issued, extending or modifying the institution. On 
the roth December, 1852, the title was changed to Crédit Foncier 
de France, and at length, on the 6th July, 1854, the institution 
was placed on a footing analogous to that of the Bank of France. 


The original concession, of March, 1852, was to a joint stock 
company, at the head of which was M. Wolowski—the eminent 
economist who has contributed in the largest degree to the sound 
exposition, in France, of the resources of the Crédit Foncier. But 
the degree of July, 1854 superseded M. Wolowski, and placed 
the management of the institution in the hands of a Governor 
and two Sub-Governors, named by the Emperor. 


The capital of the Society was fixed at $12,000,000, to be 


raised in shares of $ 100 each—one-half of which ($50) was paid 
up—providing a paid-up capital of $ 6,000,000. 


The term of concession to the Society is 99 years from 3oth 
July, 1852. 

In reducing to practice the objects set forth in its statutes, the 
Society has already had to subject its terms to several modifications. 
Adopting 50 years as the term of the repayment, the Society 
began by announcing 5 per cent. as the gross annuity to be paid 
by the borrower during the fifty years. It is to be presumed 
that, at so low a rate, the applications became unmanageable. A 
rate of 5°44 per cent. was then announced. In a short time the 
rate was again raised to 5°65 per cent., and, by a fourth altera- 
tion, it was fixed at 5°95 per cent. for the fifty years. 


The Odligations Fonciéres, in which the Society deals, require 
some explanation, which will be best obtained by a statement of 
the measures actually adopted by the Society in this division of 
its operations. 


The Society, then, has issued its obligations, or bonds or deben- 
tures, for sums of $200, $100, and $20; that is, for sums of 
1,000, 500, and roo francs. These obligations bear 3 per cent. 
per annum, but are repayable according to certain lottery draw- 
ings, at the rate of $240, $120, and $21°50—that is, are repay- 
able at uncertain times, but at a premium of twenty per cent. 
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Annuity per cent. to be paid by the borrower to the Society 
during fifty years: 


Parts. First. Second. Third. Fourth. 
Interest 3-700 ‘ 4-250 i 4-510 : 5-000 
Sinking Fund ae 0.591 0.543 0.462 
Charges is a 0.600 é 0.596 ss 0.487 


-- 5-440 ws 5-649 = 5-949 


The lottery drawings take place four times a year, in March, 
June, September and December. A very ingenious system of num- 
bers is employed, and the $200 bond, first drawn, carries away a 
prize of $20,000, over and above the rate of $240, at which it 
is repayable. The second bond drawn is to a prize of $10,000; 
the third to $8,000; and so on, in descending sums, to the four- 
teenth number drawn. 


The prizes attached to the numbers 7 to 14 are $1,000 each; 
and contrivances are employed for allowing the bonds $100 and 
$20 to have an equal chance of obtaining ratable prizes. In 
1853 and 1854 the sums paid by the Crédit Foncier for these lot- 
tery prizes was not less than $240,000 in each year; in 1855 it 
was $ 160,000. 


The intention of this lottery element is to draw deposits to the 
Crédit Foncier faster than they would be obtained by the mere 
offer of an interest of 5 per cent. per annum. Instead of paying 
5 per cent., the Society pays 3 per cent., and distributes the 
further 2 per cent. as lottery prizes, to be drawn for four times a 
year, adjusting, it is presumed, the number of bonds to be paid 
off at each drawing to the repayment of capital under its ad- 
vances, and providing the premiums of 20 per cent. on the obli- 
gations by keeping the funds in hand, on account of the sinking 
fund, at an amount considerably beyond the total of the obliga- 
tions to be redeemed. 


Of the ingenuity of the scheme there can be no doubt. But it 
is to be feared that mischief will follow the mixing up of the ele- 
ment of gambling with the sober business of receiving money on 
deposit. Moreover, it is evident that by placing the amount of 
the deposit notes so low as $20, the wages-classes will be allured 
by the chances of sudden fortune held out to them. By con- 
verting into a sort of lottery the simple business of lending and 
borrowing money, the Crédit Foncier, as introduced into France 
in 1852, could scarcely fail to inflict upon society some degree of 
latent moral evil, together with more obvious material good. 
How these evil tendencies have been counteracted, we shall show 
hereafter. 

We need not waste time in proving that this lottery element is 
no essential part of the Crédit Foncier policy. The primary purpose ~ 
of that policy, as has been well said, is “to mobilize the largest 
amount possible of the immovable wealth of the country, through 
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the combined action of the mortgagors and the company, by con- 
verting those mortgages into negotiable securities available on 
demand, and in which all classes of investors may find an easy 
employment for their funds, and a ready market to realize them 
at will.” 

From the year 1770, when Frederick the Great established the 
first Crédit Foncier in Silesia, with a capital of $225,000, the prog- 
ress has continued, and to-day Germany, France, Austria, Russia, 
Italy, Spain, Egypt, and Turkey, all have these, rendering their 
services to the real estate and agricultural interests, emancipating 
property from the contingencies which are inseparable from the old 
systems of mortgage. The Crédit Foncier raises its funds for the 
most part by the issue of bonds. In Europe, these obligations 
have nearly always maintained a price much higher than many 
other securities during political disturbances. In 1848, the 314 per 
cents. issued by the Crédit Foncier companies of Silesia and Pome- 
tania were quoted at 93 per cent.; those of Prussia at 96 per 
cent. In this same year the bonds of the Prussian Government 
were selling at 69 per cent., and the stock of the Bank of Prussia 
at 63 per cent. In 1850 the 4 per cents. of the Crédit Foncier of 
Posen were negotiated at 102 per cent., and those of Mecklenburg 
at 103 per cent. In 1871 the 5 per cents. of the Austrian Crédit 
Foncier were quoted at gi per cent., while Austrian Government 
bonds bearing 4.20 per cent. interest were selling at 69. 

But the best example is that of France, where, in January, 
1872, at the height of the financial trouble arising out of the war, 
the 5 per cent. bonds of the Crédit Foncier were negotiated at 92 
per cent., having been quoted before 1870 at 102 per cent. The 
highest quotations for the 5 per cent. Government loan for 
$ 400,000,000 during the year of 1872, and under the impulse of 
artificial speculations, were from 94 to 96 per cent.; and a new 
loan for $600,000,000 was issued in July, 1872, at 8414 per cent., 
bearing 5 per cent. interest. The outstanding bonds of the Crédit 
Foncier of France in 1870 amounted to $250,000,000, and the 
company, giving its bonds directly to the borrower in exchange for 
his mortgage, accommodates him at the legal rate of 5 per cent., 
charging a commission of six-tenths of one per cent. a year on the 
sum loaned. This economy is possible because of the interchange 
of mortgages for the bonds of the company. If the company 
were obliged to go into the market as a borrower, to negotiate 
its own securities, and to loan money only, the charges to the bor- 
rowers on bond and mortgage would perhaps be heavier and fluc- 
tuating. The company, instead of being the agent of the borrower, 
would become a regular lender of money raised independently on 
its own securities. or contributed from its capital, and it would 
naturally seek both to obtain a greater profit, and to change its 
character from a Crédit Foncier to an ordinary Finance Company. 





SAVINGS BANKS. 


LEGISLATION FOR THE NEW YORK SAVINGS ‘BANKS. 


As announced in our December number, the Legislature of the 
State of New York is about to enact some important changes in 
the method of granting charters to Savings institutions. The 
adoption of the Constitutional amendments at the election of last 
autumn has made necessary a general law relating to Savings 
banks to give uniformity to their powers, privileges, and _liabili- 
ties. The draft of an act recommended by the Bank Department in 
1868, with a few modifications, was introduced into the Legislature 
early in the present session, and the Joint Committees of the Sen- 
ate and Assembly to whom it was referred requested the advice 
and counsel of the officers and managers of many of the Savings 
banks of this city and other cities in the State. During the past 
two months frequent meetings of the representatives of the leading 
institutions for savings in New York and Brooklyn have been held 
for the preparation of a bill, which shall, as far as possible, protect 
all the important interests acquired under the charters already 
granted, and at the same time eliminate the objectionable pro- 
visions which experience has shown to be hurtful to Savings bank 
affairs. The bill which these gentlemen have prepared has been 
introduced into the Assembly. With some amendments it will prob- 
ably become a law. Its main features are as follows: 


All banks and institutions for savings are declared to be corpo- 
rations. 


The business shall be managed by a board of trustees of not 
less than fifteen members, who shall meet regularly once in each 
month, and five of whom shall constitute a quorum. No trustee 
shall have any interest in the gains or profits of the bank, nor 
borrow any of its funds, directly or indirectly. Neglecting to at- 
tend six consecutive regular meetings of the trustees shall vacate 
office ; officers of banks may be required to furnish security for 
the faithful performance of their duties. Investments of the moneys 
of depositors are restricted to the following named. securities: 
Stocks, bonds, or interest-bearing notes or obligations of the 
United States; stocks, bonds, or evidences of debt bearing interest 
of this State; stocks or bonds of any State in the Union that has 
not within ten years defaulted in the payment of principal or in- 
terest of any debt authorized by the Legislature; stocks or bonds 
of any city, county, or village of this State; and bonds and mort- 
gages on unincumbered real estate situate in this State worth at 
least twice the amount loaned. 

The trustees may regulate the payment of principal and interest 
to depositors, limit the aggregate amount of individual deposits, 
and may refuse to receive deposits, and may return them. Deposits 


44 ° 
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by aliens, minors, or females married or unmarried, shall be held 
for the exclusive right and benefit of such depositors, against all 
persons except their creditors. 


Trust accounts, in the event of the death of the trustee, shall be 
paid to the person named by him on the books of the bank. 
Deposits: claimed by an executor or administrator, appointed by 
proper authority in another State, shall be paid to him and release 
the bank. A wife may testify in any suit begun by a husband to 
recover moneys deposited by her in her own name. Claimants to 
moneys shall be made parties-defendant in suits begun by other 
parties, on short notice. Disputed deposits may remain in the 
bank, or may be paid into court and the bank released from 
further liability. Savings banks may hold real estate for a bank- 
ing-house, and such as shall have been purchased by them at 
sales upon the foreclosure of mortgages owned by them, or ren- 
dered in settlements to secure debts. 


Trustees acting as officers may receive a salary for their ser- 
vices. Loans on real estate shall be secured by a bond or other 
personal security, and the borrower shall pay legal expenses. Build- 
ings, on which loans have been made, shall be insured in such 
companies as the bank may direct, and the loss may be made 
payable to. it. Renewals and changes in insurance may be made 
by the bank at the expense of the borrower. It shall be unlaw- 
ful for Savings banks to deal in real estate, merchandise, etc. 


For the purpose of meeting current payments and expenses, 
there may be kept uninvested an available fund not exceeding 10 
per cent. of the whole amount of deposits with the bank—and 
the same may be kept on hand, or on deposit in any banking associa- 
tion; but the sum so deposited in any one bank or trust company, 
shall not exceed 25 per cent. of the paid-up capital of such bank 
or company, and call loans on the stocks and bonds, above men 
tioned as collateral security, may be made out of the available 
fund; provided, that the amount loaned shall at no time exceed 
go per cent. of the market value of the securities pledged for the 
same. ‘Temporary deposits in banks or trust companies may be 
made of the excess of current daily receipts over the payments, 
until the moneys can be judiciously invested. Rate of interest to 
be allowed depositors, shall be regulated in such manner that they 
shall receive all the profits of the bank over the expenses and re- 
serve or surplus fund. The surplus fund shall not exceed the 
amount of 20 per cent. of the deposits. Trustees shall be liable 
for dividends declared in excess of profits earned. The annual 
report shall be made to the Superintendent of the Banking De- 
partment on or before February ist in each year, and shall contain 
full details of every item of business. Banks shall not be required 
hereafter to report to the Legislature, nor to any local board, and 
shall not be subject to the supervision of any local authority. 
The Superintendent of the Banking Department shall visit and 
examine every Savings bank in the State once in two years, and 
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shall have power at any time to inspect and examine its books 
and affairs. The Superintendent may admonish officers of banks 
for violations of law in the management of their business; and 
the Attorney-General may institute proceedings for the removal of 
offending trustees, or the consolidation of the bank with some 
other institution. 


Clerks employed in the Bank Department shall be paid out of 
the State Treasury. To defray expenses, each Savings bank shall pay 
$5, and banks whose deposits exceed $100,000 shall be assessed 
in proportion to amount of deposits severally held by them, and 
the money paid into the State Treasury. The deposits of Savings 
banks, in a bank or banking association which has become in- 
solvent, shall be paid next after its circulating notes. Banking 
associations and individual bankers are forbidden to advertise, or” 
put forth a sign as a Savings bank, or in any way to solicit or 
receive deposits as a Savings bank. A Board of Trustees may, 
by resolution, reduce the number of trustees named in their orig- 
inal charter to a number not less than fifteen, to be effected 
gradually by the occurrence of vacancies by death, resignation, or 
forfeiture. Acts and parts of acts relating to savings superseded 
by this act are repealed. The powers, privileges, duties, and re- 
strictions, conferred and imposed upon any Savings institution by 
its charter, shall be made to conform to the provisions of this act, 
and each Savings bank shall possess equal powers, rights, and 
privileges, and be subject to the same duties, restrictions, and lia- 
bilities. 

Among the amendments which will be proposed there are only 
two to which we shall advert in this place. The first has to do 
with the publicity given to the condition of the banks. The above 
law proposes three expedients for this purpose. First, an annual 
report to the Superintendent of the Bank Department. Secondly, 
an inspection, or examination of each Savings bank by the Super- 
intendent every two years. And, thirdly, a special examination by 
the Superintendent or his assistants at any time when he may 
deem it necessary. Of these three methods of applying the safe- 
guards of publicity to our Savings Bank system, the last two are 
substantially the same as are prescribed in the present law. They 
have worked well, and need not be changed. The proposed act 
has wisely let them stand as they are. Less wisely, in our opinion, 
it endeavors to change the other provision which regulates the re- 
ports of the banks to the Superintendent. Instead of reporting 
twice a year, as at present, the Savings banks are to be required 
to do so once a year only. Public opinion will not approve any 
such relaxation of the principle of publicity. The demand is rather 
for quarterly reports. The Savings banks authorities will do well 
to heed this suggestion. One of the main supports of their credit 
in the last panic was derived from the confidence of the public 
based upon the frequent reports officially made and recently pub- 
lished, showing the sound condition of the main body of the 





676 BANKER’S MAGAZINE. [ March, 


Savings institutions. As a check on bad management, the safe- 
guard of publicity has of course but a limited power. But within 
its proper limits it is of great importance, and the public mind 
would look with distrust upon any attempts to lessen the frequency 
of the official reports. Of course, we refer solely in this place 
to the reports made to the Bank Superintendent at Albany. All 
other reports are of doubtful value, and the proposed bill very 
properly dispenses with them altogether. If it be amended so as 
to exact quarterly reports to the Bank Superintendent, it would 
leave little to be desired on the point we are considering. 
There should also be the penalty and other stipulations in re- 
gard to the report contained in the first six sections of chapter 
136 of the laws of 1857, as amended in 1867 and 1871. 


The other amendment we suggest to the above draft has regard 
to the investments. Mortgages on real estate have always been 
regarded as a very proper investment for a fair proportion of the 
deposits of Savings banks; but the difficulty has been that the 
valuation has often been too high, and the new law might, 
perhaps, with advantage impose some fit restrictions on abuses 
of this kind, especially in regard to unproductive and unimproved 
property. As to call loans, and to the collaterals on which such 
loans are to be made, the bill seems open to the objection 
that it does not add to the safeguards provided by the ex- 
isting law. These and similar modifications should be attended 
to in any new general statute which is to settle the law, so as 


to prevent the necessity of further legislation. The most im- 
portant point to be provided for is, however, that of publicity and 
of quarterly reports. 


THE NEW YORK LOAN AND INDEMNITY COMPANY. 


We have frequently had occasion to refer to the Loan and Trust 
Companies in this city, which do a banking business without being 
subjected to the restrictions of the banking law. These corpora- 
tions are, most of them, conducted with ability. One of the 
number is winding up its affairs preparatory to retiring from busi- 
ness. This financial association has, for some years, been favor- 
ably known in Wall street. It was incorporated under an act of 
the Legislature passed May 6, 1870, and section 5 of its charter 
reads as follows: ‘The said Company shall have power to re- 
ceive, upon storage, deposit, or otherwise, merchandise, bullion, 
specie, plate, stocks, bonds, promissory notes, certificates and evi- 
dences of debts, contracts, or other property, and to take the 
management, custody, and charge of real or personal estate and 
property, and to advance moneys, securities and credits upon any 
property, real or personal, and shall have power to guarantee the 
payment, punctual performance, and collection of promjssory notes, 
bills of exchange, contracts, bonds, accounts, claims, rents, annuities, 


oa 
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mortgages, choses in action, evidences of debt, and certificates of 
property and value, and the titles to property, real or personal, on 
such terms as may be established by the directors of said’ Com- 
pany.” 

The institution began business under its charter January 15, 1873, 
with H. H. Van Dyck as President. At the election in 1874, 
Wm. H. Foster was chosen President, and John T. Banker, 
Secretary. The original capital was $200,000, but this was in- 
creased to $836,000, which has all been paid in. The Company 
soon began to do a regular banking business, receiving deposits 
and paying checks through one of the banks connected with the 
Clearing-House. As will be seen by the statements below, the 
deposits of the corporation 1st July, 1874, amounted to $ 633,786°97. 


The officers of the Company say that they have cash on hand 
and cash assets abundantly sufficient to pay every depositor in 
full on presentation. The Clearing-House has received notice of 
the action of the Board of Directors, and ceased to take up the 
checks of the institution February 6, after which date the payments 
have been made at the counter of the Company. The official re- 
port of the Bank Superintendent just presented to the Legislature 
at Albany gives the subjoined statement of. the Company for the 


ist July, 1874. 
REPORT OF THE LOAN AND INDEMNITY Company, NEw YORK. 


RESOURCES. 


Amount loaned on collaterals * $ 682,105 20 

Amount loaned on personal security, including bills purchased.. 430,521 45 

Overdrafts 36 59 

Due from directors or trustees, collaterals included in loans above _113,350 00 

Due from banks (Bank of North America) 232,772 76 

Cash on hand 15,616 78 

Assets not included under either of the above heads, viz. : 

Furniture and fixtures 

Suspended paper 

Revenue stamps 

Protests . 

33,766 48 
$ 1,508,169 26 
LIABILITIES. 


Capital stock subscribed and paid in in cash 
Profits, net amount 
General deposits, payable on demand 
Other liabilities not included under either of the above heads, viz. : 
Payment on account suspended paper 596 80 


$ 1,508,169 26 


* These collaterals are reported as follows: Railroad bonds, stock of Lake Mahopac Im- 
provement Co., bonds and mortgages, railroad cars, Long Dock bonds, bonds of Adirondack 
Co., bonds of Hancock Steel and Iron Co. bank stock, [ron Co. stock, Sewing Machine Co. 
stock, deed of land, chattel mortgage, Life Insurance Co, stock, railroad stock, business notes 
and indorsement, Western Union Telegraph Co. bonds, Gas-light Co. stock, Dye-wood, Extract 
and Chemical Co. stock, Baxter Steam anal Boat and Transportation Co. stock, and N. Y. 
Life and Indemnity Co. stock. Total, estimated market value, $ 1,166,000.00 
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SUPPLEMENTARY. 


Total ampunt of interest, commissions and profits of every descrip- 

tion received during the last six months (to July 1, 1874) $46,811 86 
Amount of interest paid to and credited depositors during the same 

period 6,001 37 
Amount of expenses during the same period 19,666 75 
Number of deposits on which interest is allowed at this date 

(July 1, 1874 4 
Total amount of such deposits 301,594 63 

Rate of interest on same mostly 4 per cent.; exceptional cases 5 per cent. 


From the same official report we extract the subjoined statistics 
of the other Loan and Trust Companies, which will be of interest : 


TRusT COMPANIES IN THE STATE OF NEw York, 1 JULY, 1874. 
Capital Deposits Rateof No.of Cash 
paid up. on interest. interest. depositors. in bank. 

1866 Brooklyn Trust Company *$ 334,040 $1,180,670 - 4- 642. $56,531 

1822 N.Y. Fars. Loan&Tr.Co. 1,000,000 . 4,106,818 .3to5- 568 . 1,693,750 

1868 N.Y.Mercantile TrustCo. 982,000 - 635,211 4007. 4%. 15,398 

1867 National Trust Co. ...... 1,000,000 . 3,018,012. 4,5 - 2,221 - 479,338 

1864 N. Y. Guar. & Ind’ty Co. 2,000,000 . 1,146,477-2to5- 197 - 37,130 

1830 N. Y. Life & Trust Co... 1,000,000 - 7,373,146. 3 to5.1,618 . 136,255 

1870 N. Y.StateLoan&Tr.Co. 1,000,000. 571,651 - 4- I91 - 336,351 

1871 N.Y. Real Estate Tr. Co. . 500,000. 251,485 . a... OF. er a 

1864 N. Y. Union Trust Co... $1,000,000 - 4,539,912 . 3 t05. 1,467 . 266,637 

1866 T.Co.Onondaga, Syracuse 100,000. 444,464 - 6 - 1,039 356,655 

1853 United States Trust Co. . $2,000,000 - 13,645,020 . 2 to5 . 1,242 - 753,590 

1870 N.Y.Loan&IndemnityCo. 836,000. 301,594-4to§. 46. 232,772 

* Surplus, $ 567,907. t Surplus, $ 500,042’07. ¢ Surplus, $117,023°79. § Surplus, $ 1,574,042°32. 

The subjoined summary of the reports of the official tables shows 
the aggregate resources and liabilities of the eleven moneyed insti- 

tutions above referred to, for July 1, 1874: 


RESOURCES, 
Bonds and mortgages $ 4,982,341 
Stock investments 16,215,848 
Par value of the same 
Estimated market value of same 
Amount loaned on collateral securities 
Amount loaned on personal securities 
Overdrafts 
Due from directors or trustees 
Due from banks 
Real estate 1,255,417 
Cash on deposit in banks or other moneyed institutions -........ 45255514 
Cash on hand 164,71 
Other assets not included in either of the above heads 2,007,688 
Add for cents 31 


$57,716,109 


Capital paid in $ 11,752,040 
Surplus and other profits 457975196 
Deposits in trust 22,249,357 
a ROUNDS: «oir on od nck cack Gcenicwdadsadcns eccdemeedecacus 16,230,434 
Other liabilities not included in either of the above heads 2,687,059 
Add for cents 23 


Total liabilities $ 57,716,109 





NEW INVESTMENTS. 


NEW INVESTMENTS IN 1874. 


A French journal, the A/oniteur des Intéréts Matériels, has just 
published a table of the Government loans and other investments 
in Europe during the year 1874. The total is 842 millions of dollars 
against 2,179 millions in 1873 and 2,481 millions in 1872. It thus 
appears that the depression which is so conspicuous here is not 
confined to this country, but is shared very extensively by the 
chief commercial nations of Europe. In Germany the total invest- 
ments were, in 1874, 59 millions of dollars against 243 millions in 
1873, and 274 millions in 1872. As to the investments in Great 
Britain an elaborate statement has just appeared in the London 
Times. 


During last year the capital authorized for the new companies or- 
ganized in London amounted to 3034 millions sterling, of which 204 
millions- had been offered for subscription, and on which the 
deposits payable on application and allotment amount to 5% mill- 
ions. The new issue of capital by companies previously existing 
amounts to 25 millions sterling, of which about 20 millions has 
been called up. The foreign loans for the year amount to 29 
millions sterling of nominal capital, of which about 1514 millions 
has been called up. The capital required for both new companies 
and foreign loans has been considerably less than in the two pre- 
ceding years, viz. : 

Capital offered by New issues by previously 
New Companies. existing Companies. Foreign Loans. 
£ 44,181,000 e--- £31,886,635 eee. £ 227,781,825 


445374744  ---- — 35:971,035  ---- —-—:121,840,700 
20,512,480 eae 25,023,930 aise 26,140,000 


The following shows the amounts raised for new undertakings : 


No. of Capital Capit 


Companies. authorized. offered. Deposits. 
Meaemetecing 3 and Trading ™ -& 10,080,000. -& 6,188,500 “& 2,263,900 
Radway .... .c0c cccccwcce PF 4,760,000 4,010,000 . 707,500 
Investment -- 4,685,000 .. 2,929,480 .. 523,380 
Banking 3. -- 3,000,000 .. 1,750,000 .- 250,000 
-- 1,960,000 .. 1,442,500 .- 563,500 
Insurance Sdenkisineih-mineel eats -- 1,110,000 ~.. 555,000 .. 82,500 
-- 1,100,000 -. 1,050,000 .. 270,000 
ne 754,000 .. 291,000 .. 147,000 
Shine g a 700,000 .. 450,000 .. 102,500 
Water-works és 630,000 -. 570,000 .. 155,000 
Telegraph oa 530,000 -. 480,000 .. 144,000 
Ae 200,000 -. 200,000 .. 40,000 
174,000 . 124,000 .. 87,000 
10,000... 10,000... 5,000 
1,450,000... 462,000 .. 163,600 


_. £ 30,838,000 - £ 20,512,480 .. £ 5,504,880 
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Of the 20 millions sterling here set down as the aggregate of 
capital offered for new enterprises last year, railway construction 
absorbed no more than 4 millions. This fact illustrates the -disre- 
pute into which new railroad schemes have fallen in the European 
money markets. This hostile feeling limits itself to new roads, 
The old well-known railway companies were offered 17 millions 
out of an aggregate of 25 millions. This is shown by the sub- 
joined details of the new capital obtained in 1874 by previously 


existing companies. 
Capital Capital 
offered. called up. 


Railways & 17,184,300 nai £ 14,215,535 
Collieries 2,265,000 iin 2,065,000 
Investment 2,000,000 agi 1,450,000 
Manufacturing and Trading... 849,780 een 746,780 
Gas 435,000 ied 91,500 

270,000 ++ 45,000 
Financial 250,000 paras 231,250 

229,600 ahasine 217,600 
Shipping 100,000 oma 100,000 
Telegraph 100,000 acces 90,000 
Insurance 90,000 en 90,000 
Mining 35,000 ee 7,750 
Miscellaneous 1,215,300 er 1,026,975 


£ 25,023,980 --++  £20,377,360 


FoREIGN Loans, 1874. 


Amount of 
Issued price. stock. Paid up. 


Belgian, 3 per cent ---- £ 1,440,000 ---- £ 1,087,200 
Canadian, 4 per cent 9 Saar 4,000,000 sae 3,600,000 
Hungarian, 6 per cent......-. 4 sees 7,500,000 so 4,875,000 
Ottoman, 5 per cent +--+ 15,900,000 Aree 5:406,000 
Santa Fe, 7 per cent aaa 300,000 sui 276,000 


£ 29,140,000 £ 15,244,200 
Returning to the AMoniteur, we find an elaborate comparison of 
the general destination of the capital raised by the enormous loans 
above referred to. Thus the Government loans of 1874 are set 
down at an aggregate of 317 millions of dollars against 868 mill- 
ions in 1873. Financial institutions absorbed 59 millions in 1874 
against 349 in 1873, while railroads and manufacturing companies 
absorbed 466 millions in 1874 against 964 millions in 1873. 
Remembering that several of the recent Government loans are 
destined for railroad construction and for other industrial expen- 
diture, while the Government loans of previous years were more 
for war purposes, the inference is suggested that last year’s invest- 
ments may have added to the productive powers and wealth- 
creating mechanism of the world almost as much as the larger 
sums raised in previous years. This inference receives some cor- 
roboration from the fact that investments of 1874 have been 
directed by a spirit of conservatism and caution resulting from the 
disappointments and mistakes of the past. Capital has become 
more discriminating and has invested itself with better prospects of 
safety and of lucrative returns. 
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THE MONETARY SYSTEM OF BRAZIL. 
No. III. 


The Brazilian exchange on London in 1825 as in previous years, 
was 513, and, therefore, it may be reasonably concluded that the cir- 
culation up to that year more or less maintained its credit, the 
disappearance of the precious metals from the provinces dating 
only from 1827, when false copper coin began to make its appear- 
ance at various points of the Empire. Here we have an element 
which combined with others to disturb the monetary circulation, 
aggravating the depreciation of the bank paper, which, in some ot 
the provinces, then constituted the only circulation. 

The silver coinage disappearing from the market, where the irre- 
deemable notes of the bank circulated, bequeathed its functions to the 
copper coin the privileges of a real agent of circulation. Hence, 
under this condition of things copper began to enter into unlimited 
competition with the paper circulation, at first in individual transac- 
tions, and by a fatal acquiescence on the part of the Government it 
was soon acknowledged in this new relation in the payment of the 
taxes. This fact being thus fixed upon the public mind, which 
was thus thrown off its guard as to the evils which it might in- 
duce, the Government resorted to the disastrous expedient of an 
issue of copper coin as a legitimate and advantageous means of 
meeting the growing necessities of the Treasury, thus escaping the 
trouble entailed by the use of loaned credit, with which it was 
burthened, by availing of the bank paper, put into circulation for 
that purpose. 

This coinage of copper was issued at four times its real value, 
and proceeded with the greatest activity, and in the period be- 
tween 1825 and 1830 alone there was coined at the mint of Rio 
de Janeiro the sum of * 11,883,236 $ 280, against a total of 
14,606,259 $ 735, coined from 1786 up to the latter year; and at 
the mint of Bahia the sum 885,196$480, against a total of 
932,214 $ 100, coined from 1780. There is no information as to 
the amount coined in other provinces. In conjunction with this 
powerful element of depreciation there was also in circulation a 
great quantity of false copper imported from abroad, ‘ especially 
from North America, as appears from official documents of the 
time. 

“The present condition of the circulating medium,” said a Special 
Commission charged with devising the means of its improvement, 
and named by the Chamber of Deputies at the extra session of 
1830, “is reduced, as is known by all, to representative elements, 
generally depreciated, but in different degrees, in relation to real 
money of gold and silver, with the exception of Pernambuco and 
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Maranham alone, where silver appears yet to dispute (but evidently 
beating a retreat) the field of circulation invaded by copper. To 
this evil is added another yet more pernicious, which is the 
fraudulent introduction into our maarkets of an enormous amount 
of false copper coin, especially in the northern provinces, where 
foreign speculation and the immorality of some of our own people 
have given extraordinary development to this scandalous abuse. 


“The unusual difference of exchange between this market and 
those of Europe, and the irregularities of the exchange between 
the provinces of the Empire, are a natural but disdstrous effect of 
the miserable condition of our currency; an evil this certainly 
very great through the embarrassments to which it subjects the 
Government in the public administration, and injurious to the 
interests of the people, which are exposed to continual oscillation. 
Hence it arises that we present the singular and melancholy 
spectacle of a nation rich in resources, a people full of patriotism 
and of love of liberty, and a Government reduced to the verge 
of bankruptcy, through the want of a currency of general credit 
in all parts of the Empire.” 


The commission estimated at 18,000,000 $000 the copper coin 
in circulation, viz.: 13,000,000 $000 coined by the mint of Rio 
de Janeiro, 2,000,000 $000 coined by Sao Paulo, Malto Grosso 
and Gayaz, and embracing the scrip of Bahia, issued against her 
copper, and 3,000,000 $ ooo of false copper which had been intro- 


duced into the country. 


The statement presented to the Chambers by the Minister of 
Finance on the 4th June, 1831, estimated the total amount of 
copper coin in circulation to be 20,000,000 $000, and a later state- 
ment, also from the Treasury Department, of April, 1833, valued - 
at 6,000,000 $ 000, the proportion of false copper in circulation. 


The depreciation of the circulating medium, the condition of 
which is described by the documents we have cited, is revealed 
in the average annual exchange of 25%d., at which we left it 
in 1829, declining in 1830 to the annual average of 227%, touch- 
ing in April, 1831, its extreme depression of 21 or even 20, ac- 
cording to some of the commercial statistics of that year. 


A great political movement culminated, as is well known, in 
that year in a generous and magnanimous solution—the abdica- 
tion of Dom Pedro the First—which could not fail to place in 
bold relief all the evils which affected the interests of the people, 
and to disturb the natural and regular course of trade and in- 
dustry. 


After 1831, the exchange presented some improvement, and its 
annual average for that year was 251%. “The marked rise of the 
exchange,” said the Minister of Finance to the Chambers in 1832, 
“assures us of the near approach of a season of prosperity. Al- 
ready the remittances for the payment of interest On our foreign 
debt cost us 60 per cent. less than they did when the exchange 





1875. ] MONETARY SYSTEM OF BRAZIL. 683 


was at 22d.; already the precious metals have fallen from the 
high premium they had attained, to a point which holds out some 
encouragement to attempt the improvement of our currency.” 


The. same minister solicited from the Chambers, in favor of the 
currency, and in the name of the country, a heroic resolution. 
“Two different representative moneys, but both equally depreciated,” 
urged that eminent statesman, “paper and copper, constitute the 
medium of exchange for commercial transactions in the markets of 
Brazil. One is inconvertible, has a forced circulation, an uncertain 
redemption, and is confined to the province of Rio de Janeiro; 
the other has a nominal value four times its intrinsic value and 
circulates in the whole Empire. Hence results a necessary fluc- 
tuation in prices, and from this fluctuation an incalculable injury 
not only to the State but to private individuals; an exchange 
without any equilibrium between this market and those of Europe, 
and between this and the provinces; an oscillation of fortunes, 
an apathy in trade, a paralysis of agriculture, a barrier to in- 
dustry, a fatal distrust of the public credit, and a general discon- 
tent among all the productive classes.” 


One of the gravest and most important questions of that time 
was in truth that of the currency. It occupied the attention of 
the Government, of the Chambers, and of the commercial classes 
generally, whose interests were so much affected by it. The com- 
mercial reports of that period, and the private correspondence of 
merchants, attest the anxiety with which energetic measures were 
anticipated for the improvement of the currency. ‘One thing is 
evident,” said one of the commercial newspapers, “until the 
money system shall be placed on a more solid basis, we shall 
continue to see sudden and great fluctuations, not only in the 
exchange but in the market in general.” 


Amongst the measures which were adopted, with this view, the 
most prominent was the appointment of a commission in January, 
1833, to examine the subject, and the calling of an extra session 
of the General Assembly for April of that year, in consideration 
of the necessity of legislative action to arrest the evils caused by 
the copper circulation, and especially by its being counterfeited. 


The Minister of Finance, upon the report of the Commission, 
proposed to the Chambers, as the first remedy to be adopted, to 
subject the currency to a legal standard of value, which should 
offer a guarantee against the alarming fluctuations which had so 
frequently occurred, fixing the value of the 6 $400 piece at 10, 
whence would result a sterling par of 43 1-5 pence per milreis ; 
to make all gold and silver, whether Brazilian or foreign, a legal 
tender at rates to be determined by the Government, in proportion 
to the established standard, until the money system should be 
reorganized; to limit payments in copper to 1 $000, so as to 
reduce it to the office of small change; and to retire the copper 
coin up to a certain point by means of the issue of scrip, in order 
to invite the return of the precious metals. 
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The Chambers, as is known, and by law of 8th October, 1833, 
adopted the. fundamental principles of the proposition of the Gov- 
ernment. They fixed the standard of value, assigning to the octava 
of gold of 22 carats the nominal value of 2$ 500, and resting the 
legal value of all gold and silver coins, whether Brazilian or foreign, 
upon this standard; and by another law circumscribed the copper 
circulation to the office of small change, whether in the payment 
of public dues or in private transactions, limiting the obligatory 
acceptance of this coin to 1$ 000 in any transaction, save where 
there might be an express contract to the contrary. 


This law having been sanctioned, the Government felt that to 
carry out fully the views of the Legislative body, it was necessary 
to put it into immediate execution, taking such steps as to secure 
the withdrawal of the copper simultaneously in all the provinces, 
within the shortest possible time, and using every precaution to 
guard against fraud in any form; thus, with this view, and con- 
sidering the delay that attended the preparation of the scrip, it was 
necessary to adopt the system of giving scrip for one-half of the 
copper called in, and certificates, clothed with a conditional circu- 
lation, entitling the holder to scrip for the other half. 


In view of these measures of the Chambers and of the Govern- 
ment for the improvement of the currency, it might have been 
expected, as a necessary consequence, that, the circulation of the 
paper currency being generalized throughout the Empire, and the 
obligatory receipt of copper reduced to 1 $000 in any one trans- 
action, the value of the paper, there being no further issues, would 
have gradually improved by virtue of the natural and progressive 
increase of trade, until it should reach the standard of value, and 
establish an exchange between Brazil and London, the general 
market of the world, in the relation of 1 $000 to 43 1-5 pence 
sterling. . 

This, however, did not occur. All the measures taken to secure 
this object failed, and the sacrifice of the National credit was 
utterly useless. From this date on, the tendency of the exchange 
was downwards, with slight exceptions of temporary improve- 
ment. 

Up to 1836 it is true that the exchange maintained some firm- 
ness, with more or less improvement. Taking, as a basis, the course 
between the Rio market and that of London, which was admissible 
because of the generalization of the paper currency throughout the 
Empire, it will be observed that it ruled from 1833 to 1836 at 
about 40 pence per milreis. From this latter year, however, it 
commenced a continuous decline to the end of 1838. 

The law of the 6th October, 1835, had directed the substitution 
by notes to be issued, under the decree of the 1st June, 1833, of: 


1st. The notes of the extinct Bank of Brazil. 
2d. The old Bahia scrip. 
3d. The scrip issued in exchange for copper coin. 
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4th. The certificates of whatever nature which had been issued 
in lieu of scrip. 

By this law the nation recognized as a public debt the value 
of the notes which might be issued under its provisions, and 
bound itself to their certain redemption, the Legislature appropri- 
ating the necessary funds. 


These notes were to have a general circulation in all parts of 
the Empire, and were made a legal tender in all payments, whether 
for public dues or in private transactions. 


The, law, at the same time, provided for the exchange of the 
copper coin which was still in circulation, which was to be pre- 
sented at certain Government stations, in ‘conformity with the first 
article of the law of 3d October, 1833, where, not being found 
false, it would be paid for in notes, with an abatement of five per 
cent., or one-half in copper coin, restamped at one-half of its 
nominal value. The copper found to be false was ordered to be 
cut in half and returned to those taking it in for exchange. 

The time limited for the exchange of the copper coin expired, 
that only which was restamped should be a legal tender, and this 
only to the extent of 1 $000 in any one transaction; all legal re- 
course being denied for the enforcement of contracts stipulating 
for payment in copper for any sum exceeding 1 $000. 





THE ADVANCE IN THE WAGES OF LABOR. 


[Abridged from Work and Wages by Thomas Brassey. | 


The demand for a larger share in the intellectual enjoyments of 
life is a necessary result of the diffusion of education among the 
masses of the people. But the workmen must recognize the 
_ necessity of developing to the utmost their energy and their skill, 
in order to justify a demand for diminished hours of labor in an 
industry in which the profits of the employers are already so 
moderate that they cannot be further reduced without altogether 
preventing the investment of the capital in the business. 


The statement has been widely circulated and largely accepted 
by the public, that there has been a greater advance in the wages 
of operatives in recent years in England than in the corresponding 
period abroad. If it were true that the workmen in union pos- 
sessed a great power which they could not exercise without the 
aid of their trade combinations, the development of these societies 
would become a question of the utmost gravity to the commercial 
interests of the country. I have, therefore, thought it most impor- 
tant to ascertain how far the statements which have gained cre- 
dence are justified: by facts. For the purpose of elucidating this 
portion of the subject under discussion, I have obtained tabular 
statements extending over the last ten years, and showing the 
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comparative rate of wages in several important manufacturing 
establishments in Great Britain, in which many of the workmen 
employed belonged to the much dreaded Trades Unions. Full 
and accurate information on the actual rate and progressive in- 
crease of wages abroad, where Trades Unions until very recently 
did not exist, is contained in the reports from abroad on these 
subjects which were made to Lord Stanley by the Secretaries 
of Embassy and Legation. I will begin by stating how the case 
stands as regards the engineering trade in England. In this trade, 
since 1852, there has been no augmentation until quite recently 
in the wages earned by the operatives. The reason is plain. 
The rate of wages in England is limited by the necessity of com- 
petition with the foreign manufacturers. Employers in England, 
as elsewhere, only employ labor on the assumption that they can 
realize a profit by their business; and in the engineering trade, in 
consequence of the impossibility of increasing the cost of produc- 
tion without losing our trade in the neutral markets, it has not 
until lately been possible to make an advance of wages. On the 
other hand, the active competition between the numerous body of 
manufacturers in the country has reduced profits to a rate so 
moderate that, if it were to be further reduced, the trade would 
no longer offer any inducement for the investment of capital. I 
give in a tabular form a statement of the wages at the Canada 
Works at Birkenhead, since the formation of that establishment. 


- The average number of workmen on the books is 600; a suff- 
cient number to afford a fair opportunity of testing the average 
wages in the mechanical trades throughout the country. It will be 
seen, on examination of the table, that there has been no appre- 
ciable improvement in the rates of pay in recent years. 


AVERAGE RATES OF WAGES PAID TO SKILLED WORKMEN AT THE 
CaNnaDA WorKS, BIRKENHEAD. 


1869. 1868. 1867. 1866. 1865. 1864. 1863. 1862. 1861. 1860. 
sh tce@ 2 C224 AE 2 £e @2 BE BSH OE 
goo... 330... 326... 33 0..98 2 .. 288 0.. Bo0.. 27 10..270.. 27 6 
29 4 -- 00... 33 0.. 3 -—$msg..96..95..0 
Coppersmiths, etc. 309 .. 320.. 320.. 326..317..316.. 28 1.. 28 
Grinders 230... 266.. 320.. 2886..320..276..276.. 27 
goo... 26... 2g... HOD..303.. 906... BO... 9 
g60.. 360... 970.. 360.. 34 6..330.. 33 O.. 32 
Bricklayers. 26:O «< 3b O .. FO .- FH S..94O.. 94O.: 8 @.. 3B 
Saddlers, etc 260... 20... 2440 .. 4 0..25 6..270..270.. 27 
Forgemen. ge 6... 6... Bo... MO..3¢.. 966.. BO... 
Painters 230..240.. 2446..276..266..958..256.. 25 
Moulders 336 .. 342 .. 996 .. 929..33 0.. 93 O«. 32 6.. 32 
Joiners, etc. 90. © 1. WE «. Me... --300..290..296.. 29 
Boslermakers...... 230 .. 33 © .. 330 .. 362... 389... 38 3... 33 6.. 3% 
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Again, the experience of the same establishment is equally con- 
clusive in proof of the opinion that the rate of wages is regulated 
of necessity by the ratio between the supply of labor and . the 
demand; and that when the supply exceeds the demand, wages 





1875.] ADVANCE IN THE WAGES OF LABOR. 687 


must inevitably fall, if the depression in trade is long protracted. 
During the contraction of trade consequent upon the late financial 
crisis, the price of piece-work had been reduced at the Canada 
Works sufficiently to allow of the construction of locomotives and 
bridge work at a cheaper rate than at any time during the last 
fifteen years ; thus fully confirming the opinion. that Trades Unions 
can never succeed in advancing wages, except when the prospects 
of trade are favorable. 


On the other hand, the_ advanced rate of wages abroad proves 
that, through the development of manufacturing industry, the wages 
of the working classes have risen more rapidly than in any branch 
of industry in this country. The rise of wages abroad is mainly 
caused by increased demand for labor; but it is partly due to the 
augmented cost of living. 


In France, Belgium, and Prussia, the three great competing 
countries with England, prices are from twenty to thirty per cent. 
dearer than twenty years ago; and this increase in the cost of 
living tells immediately upon the price of all labor, especially of 
common or unskilled labor. In France, twenty years ago, laborers 
were content to work for 1s. 6d. a day. At the present time, from 
2s. 2d. to 2s. 4d. is the ordinary rate of pay. Mr. Fane says, in 
his report to Lord Stanley, that “the general rate of money wages 
in France has increased about forty per cent. in the last fifteen 
years, in those industries which compete with foreigners in the 
neutral markets. This rise in the money wages has been accom- 
panied by a considerable rise in the price of food and clothing; 
still, the relative proportions in which money wages and the price 
of commodities have risen, leave a margin in favor of the former.” 


Mr. Wells attributes the rise in the price of agricultural labor in 
France and Germany to the drain which is constantly taking place 
from the rural districts into the towns. The increase of manufac- 
turing industry has caused much embarrassment to agriculture, and 
a further supply of labor from the same source can only be ob- 
tained by the payment of higher wages. 


There cannot be a doubt that the same observation is equally 
applicable to many parts of England at the present time. 


In the famous engine-building establishment at Creuzot, in France, 
founded many years ago by Mr. Manby, 10,000 persons are now em- 
ployed, and the annual expenditure in wages amounts to £ 400,000. 
Mechanics were paid, when the establishment was first created, at 
the rate of 2%4 francs a day. At the present time none receive 
less than 5 francs a day. Between 1850 and 1866, the mean rate 
advanced from 2s. to 2s. 11d. per head, or thirty- -eight per cent., 
and some men earned from 6s. 8d. to 8s. 4d. per day. In addition 
to their money wages, great facilities are given to the work-people, 
at the expense of the proprietors, for feeding, clothing, and edu- 
cating themselves and their families; 700 families of the operatives 
are lodged by the Company at fifty per cent. below the normal 
rate of house rent, and 7oo gardens are let at the nominal rent of 
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2 francs per annum. ‘Compare what has occurred in this country 
with what has taken place at MM. Schneider’s, at Creuzot, and it 
will be clearly proved, as I think, how small is the power of a 
‘Trades Union in comparison with the natural effects of an increas- 
ing trade and increasing competition among masters for the supply 
of labor. 


At MM. Schneider’s, without the assistance of a Trades Union, 
the working-people have obtained, during the last seventeen years, 
an augmentation of wages of thirty-eight per cent. In England, in 
the corresponding period, the most powerful of all the Trade 
Societies, with an accumulated fund of £149,000, has found it 
impossible to secure any increase in the earnings of its members. 


I shall next refer to the case of the tailoring trades. At the 
military clothing establishment of M. Dusautoy, in Paris, there are 
3,300 persons employed, 800 of them being men, 2,000 women, 
and 500 children. The amount of wages paid in 1866 amounted 
to £100,000 in the year. The daily wages for men ranged from 
3s. 4a. to 8s. 4d.; while in London the rate is stated by Professor 
Levi, in his essay on the wages and earnings of the working 
classes, to be from 4s. to 7s. At M. Dusautoy’s, women earn from 
2% to 4 francs a day. In London the wages of girls are 1s., and 
of women employed as seamstresses from 2s. to 2s. 6d. a day. 
The children at M. Dusautoy’s earn from 1 to 2 francs a day. 
In London their wages would be about rs. 


In France machine tools are made to the value of 2,000,000 of 
francs annually; but, though the raw materials used are much 
cheaper since the negotiation of the Treaty of Commerce with this 
country, the selling price continues the same, owing to the increas- 
ing dearness of labor. 

In Italy since 1861 wages have risen considerably, in some 
trades to the extent of thirty to fifty per cent. It has been stated 
that in Sicily, since 1860, the pay of the working classes has 
doubled. A field laborer in that island now earns from 1s. 4d. to 
2s. 8d. a day. In Lower Silesia the rates of wages have doubled 
generally within the memory of the older workmen. At the great 
zinc works known as the Vielle Montagne near Liege, where 
6,500 hands are employed, in twelve years the wages have in- 
creased forty-five per cent. It is therefore clear that the difficul- 
ties. of the labor question are likely to be felt quite severely on the 
Continent of Europe, and that they will hereafter increase in pro- 
portion to the increase of Continental production. 


Whatever may be the fluctuations of wages in the immediate 
future, we cannot doubt that it was better for the working man 
that economy should be obtained by improvements in mechanism 
and in methods of working, than by constant reductions of wages. 

M. Michel Chevalier truly says that machinery can alone enable 
dear labor to compete with cheap labor, and that England, which 
makes 57 per cent. of the textile fabrics of Europe, owes her 
superiority in great part to the extensive use of machinery. 





PANICS AND CLIQUES. 


PANICS AND CLIQUES. 


The great panic of 1866 in England elicited a number of graphic 
sketches in the journals of the day, exposing the tactics of the 
speculators who worked so industriously to bring on that revulsion 
and to enhance its effects for purposes of gain. Among the papers 
thus published we find the following sketch, which was evidently 
written by a man well acquainted with the habits of the “bears” 
at the Stock Exchange. We omit or abridge some unimportant 
details. There is much in the paper to remind the reader of the 
maneuvres of our own cliques in Wall street: ; 


It appeared that, like everybody in the monetary world, Mr. Ursa, 
and his friends, believed a serious reaction had taken place in public 
opinion with respect to joint-stock companies and joint-stock shares, 
and that, although nearly all the weaker of ‘these institutions had 
fallen greatly in price, it was fully expected, as time went on, the 
value of all such investments would be still lower. To hasten this 
fall of prices in shares, and to bring down even those of the more 
respectable establishments, was the object of the clique to which I 
had been introduced, only that instead of working quite independ- 
ently, each one was to help the other; and thus, as there is 
strength in union, our common object would be all the more 
surely attained. Not that there was anything like community of 
funds amongst us, or that if one of us made a good hit the others 
were certain to profit by it. Each member of our confederacy 
worked for and used what money he could command for himself 
alone, and for his own speculations; but it was in the getting up 
reports, in conveying intelligence from one to the other, and, in 
short, by helping each other to “bear” the share market, that we 
were to assist one another, as I shall explain more fully presently. 
Thus, although no one was admitted in our confraternity unless he 
had some means with which to work, those means were entirely 
under his own control. If he lost money, the loss was his; if he 
gained, his were the profits. “Talent, money, and mutual help,” 
said Mr. Ursa, as he explained the object of our confederacy to 
me, “will make our fortunes in the crisis which is coming, and 
which we shall help, with others, to bring about, if we have only 
the pluck not to be frightened by scarecrows.” 


There was one peculiarity connected with our way of working, 
which differed materially from any other scheme for “bearing” the 
market that I have yet heard of. With respect to small insigni- 
ficant concerns, we were content with crying them down in general 
terms, and taking our chance of selling them at a higher price 
than we bought them for, in order to make money. But not so 
with larger or better known companies. With such we settled 
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down upon one or two institutions at a time, and did our best to 
hunt them to death, no matter how sound they were. Thus, at 
the time I joined the confederacy, there was a certain joint-stock 
bank whose shares stood at thirty to forty premium, and which we 
had agreed amongst ourselves should be brought very much lower, 
so as to enable us, or such amongst us as liked to speculate in 
them, to make a splendid profit. Having first sold some five or 
six hundred of these shares at the price of the day, which was 
thirty-two premium, we began to look about us so as to bring 
down their value. To the uninitiated it may be necessary to ex- 
plain that this selling of shares on the Stock Exchange does not 
at all necessitate that the seller should have in his possession what 
he sells. The sale is always made for delivery at a future day, 
and even at that time it is very rare the shares themselves are 
delivered, but merely the difference of price between the quotations 
on the day the shares were sold and that on which they are de- 
livered. Or, to be more explicit, let us suppose that on the rst 
of March Mr. Smith sells a hundred bank shares, at £ 14 premium. 
Smith has not, and never had, these hundred shares, but he is 
bound to deliver them on a given day, say the 14th of the same 
month. If he can, in the meantime, procure these shares at say 
£10 premium, he will be the gainer of £4 per share, or make 
#400 without putting his hand in his pocket. But if, on the 
other hand, the value of these shares rise in the interval, and 
Smith cannot buy them for less than say £18 premium, it is very 
easy to see that he will be a loser to the amount of £ 4 per 
share, or £400 on the transaction. It being, therefore, Smith’s 
interest to procure these shares as low as possible, he does his 
best to run down their value, and this is called, in Stock Exchange 
slang, “bearing” the market, and Smith is called a “bear,” be- 
cause he wants to bring down the value of shares. “ But this is 
nothing more than gambling,” will exclaim the uninitiated reader 
who peruses this simple explanation of the verb “to bear,” and of 
the substantive “bear,” in the Stock Exchange meaning of the 
word. So it is, my friend; and if you and I were to sit down to 
any little game half so risky, and keep a table at which any re- 
spectable gentleman so inclined could stake his £5 or £ 10 note, 
it is more than probable that we should have a public interview 
with that worthy magistrate, Mr. Knox, of Marlborough street. 
But it seems that there are different laws for the East and the 
West of London, and that what is a misdemeanor in St. James’s 
is allowable in the City. 


Our association, then, was nothing more than a combination to 
“bear” the share market in general, and certain companies, which 
we fixed upon as our victims, in particular. The way in which 
we worked, and the results of our operations, will be seen in the 
course of this narrative. 


Although the confederacy which I had joined was not yet com- 
plete in numbers—that is, we were anxious to have more members 
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to work together, and consequently a greater amount of money 
power boring, as it were, in the same direction—this did not hin- 
der us from entering into any speculations which we thought would 
pay, provided we worked in the direction of “ bearing” the market. 
As I mentioned before, a certain joint-stock bank had been selected 
as one of our first victims, and to hound down this institution was 
at present the chief object of our combined efforts. Nor did the 
share which I took in this transaction prove a bad speculation for 
me; although, not feeling just at first very confident in my asso- 
ciates, I was very cautious in my operations, wishing to see my 
way more clearly before I embarked further in my ventures. I 
should not forget to mention that, amongst other rules we had 
formed for our guidance, three were very imperative. First, that 
in all settling or other monetary transactions, we were to be in- 
dividually—for we never worked collectively—extremely punctual 
in our payments; secondly, that we were never to employ any but 
well-known stock-brokers; thirdly, that we were not to keep our 
accounts in any but the most respectable banking establishments. 
To these stipulations I at once agreed, knowing that, all over the 
world, but more especially in the city of London, no one can win 
at the game of—shall I call it “speculation” ?—unless he has all 
the outward and visible signs of a “most respectable man.” 


My first monetary venture, after joining Mr. Ursa and his 
friends, gave me a net profit of a thousand pounds in the course 
of a fortnight. I sold two hundred shares in the bank which we 
had resolved to “pepper” at the current price of the day, which 
was £10 premium. These shares were to be delivered at the next 
settling day, and of course it was my interest that I should be 
able to buy them before that time at a lower price than I had to 
receive for them. For one or two speculators to attempt to run 
down the shares of any well-established company with any chance 
of success would be next to impossible; but when half a dozen or 
more are banded together for the purpose, the operation is by no 
means difficult. My confederates were all interested in the same 
way, and all worked in the same interest. For the present, how- 
ever, it did not suit us that the fall in these bank shares should 
be too sudden, and we had therefore agreed amongst ourselves 
not to attempt to lower them more than three or four pounds be- 
fore the next settling day. Had we been more rash and less cau- 
tious, we should, no doubt, have frustrated, in a great measure, 
our own plans. Besides, we looked beyond this first fall in the 
value of the shares, as will be seen in the account of our future 
transactions. 


Although many hands make light work, we confederates could 
not. afford to be idle, if we hoped to succeed in bringing down the 
shares of this bank within the time we had proposed. My part of 
the labor was not very onerous. It consisted chiefly in going 
about from broker to broker, as well as to all the chief “ financial 
agents” with whom I was acquainted, and lamenting that a few 
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shares which I said that I held as a dondé fide investment in the 
bank were likely to prove a bad speculation, as I heard that the 
establishment had lost very heavily indeed by some most indiscreet 
advances upon cotton, the price of which was going down every 
day. The story I made out was, that the bank had advanced 
very large sums of money to sundry cotton houses, without leaving 
a sufficient margin in case of any depreciation in the prices. My 
tale was all the more dangerous, as it had a foundation of truth, 
only that instead of £ 300,000, as I gave out, it risked to lose 
about a sixth of that sum. I did not calculate upon the story 
being more than half believed; but even this would be. sufficient 
to introduce the small end of the wedge, and accordingly I was 
rewarded for my trouble, after a day or two of indefatigable but 
judicious work, to read in the money article of the Zimes that the 
shares of the bank had receded in value £1. Here was the first 
step gained. A day or two later, the shares of the bank being 
then quoted at £9 premium, four of my confederates—Mr. Smart, 
Mr. Edwards, Mr. Ursa, Mr. Rumford—and myself, went by agree- 
ment at the same time to five different brokers, and requested them 
to sell at once for whatever could be got for them certain shares 
in the bank, each one offering only a small number. Coming as 
the blow did from several quarters at once, and being struck as 
it was directly after the reports which had got abroad concerning 
the losses of the bank, it could hardly fail to have some effect. 
And accordingly the shares in the concern were reported that 
evening as having given way a further ros. each, followed the next 
day by a still further decline of £1. In all, the value of the 
shares had been brought down £2 10s. within three or four days. 
All this time we worked the oracle steadily in every direction, cir- 
culating most industriously reports detrimental to the bank, and to 
every other kind of undertaking. We were so far favored in our 
designs, that the money market was really in a bad condition, and 
a counteraction from former over-speculation was deemed inevitable 
by every one capable of forming an opinion on the subject. Nor 
must it be supposed that at the period I write of—in October and 
November of last year—our gang was the only association delib- 
erately formed for the purpose of bringing down all kinds of 
securities, and of “bearing” the market in every possible way. No 
doubt there were few speculators who worked with as deliberate 
and determined a method as we did; but it is well known that 
nearly the whole of the numerous body that had formerly earned 
their living as “promoters of companies ”—or, at any rate, all such 
as had any means at their command, and even many who had not 
a five-pound note they could call their own—were now busily en- 
gaged in trying to run down all sorts of securities, hoping by this 
undue depreciation of all shares and every joint-stock concern, to 
pick up some of the few crumbs which they thought must be 
soon falling in the way of those who had the sense to seek them 
out. Our plans seemed, on the whole, to command singular. suc- 
cess, notwithstanding some temporary delays and reverses. 
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Here again the general public, that is to say the shareholding 
portion of the public, helped on the destruction of their own prop- 
erty very materially—as they invariably do—and thus played our 
game for us. It is a curious fact, that no sooner are the sounds 
of a monetary storm heard in the distance, than the very first to 
take fright—or at any rate to act as if they had no more confidence 
in their investments—are precisely those who are most likely to be 
injured by the very depreciation of shares which they themselves 
help so much to bring about. Of this we were fully aware; and 
part of our plan was to act upon the fears of the weaker-minded 
public, a task which we found far from difficult to accomplish, 
and one of our principal means of doing this was by means of the 
press. Not that we paid or gave anything to have the notices we 
wanted inserted; the London newspapers are not to be tampered 
with, as many bold adventurers in the city can testify. But there 
is such a thing as conveying false intelligence through honest men. 
One of our party, Mr. Smart, had a sort of bowing acquaintance 
with the money editor of an-evening paper. This intimacy he be- 
gan to improve, on the plea of asking the editor’s advice about 
certain investments he pretended he was about to make. The 
money editors of papers, as. every one knows, are supposed to be 
living oracles on all financial questions. However, with the excep- 
tion of two or three, these gentlemen’ have generally to trust en- 
tirely to others for their information, and to pick up the city 
knowledge they impart to their respective papers as best they can, 
but chiefly from half idle friends who “loaf” in and out of their 
offices during working hours. Our friend Smart was by no means 
unwilling to take a little trouble for his new friend, the money 
editor, and by degrees became an almost necessary appendage to 
that gentleman’s office. The news he collected for him was in 
the main trustworthy, except that it had a universal tinge of the 
“bear” color about it, more particularly respecting the bank which 
we were determined to run down. The constant dripping of water 
will wear a hole in a stone, and the daily repetition of the same 
tale, even if told in the smallest of doses, cannot fail to have an 
effect upon the mind of the hearer. Then there is the charm—in 
city matters doubly charming—of hearing what you believe to be 
exclusive information. Smart was no fool. He first, as if by ac- 
cident, paraded before the editor the scrip certificates of about a 
dozen shares in the bank, lamenting at the same time that he 
would “make a very bad thing of this investment.” Having led 
the editor to believe he would be a considerable loser by the fall 
in these shares, and so assured that gentleman, as it were, of his 
honesty of purpose, he began by degrees to supply him with scraps 
of news which he said the other papers had not, and could not 
get hold of. Thus, little by little, the money article of the paper 
became, quite unconsciously, the organ of our confederacy, and 
was worked to bring about the results we wished. Not to make 
this part of my story too long, I may mention that, three or four 
days before the settling day on which we had to deliver the 
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shares, a further fall took place in their value, and when settling 
day came they were quoted at £5 premium, being £5 lower 
than the price at which we had sold them. Having to purchase 
a somewhat large parcel for delivery as a matter of course raised 
the value of the shares slightly, but not sufficiently to diminish our 
profits. What the other members of our fraternity gained I can- 
not say exactly, but my own share of the transaction bettered my 
banking book by a cool thousand pounds. 


Very shortly after this excellent stroke of business, a new mem- 
ber was introduced to our confederacy, and by him our ideas be- 
came immensely enlarged, and our sphere of business very greatly 
extended. ‘This gentleman was one of those clever cosmopolitan 
adventurers in the financial world, who, after their education and 
experiences are complete, find their way to London as surely as 
sparks of fire fly upwards. A German by birth, a Hebrew by race, 
a nominal Christian by creed, a Frenchman by education, an English- 
man by naturalization, a universal linguist as it were by intuition, 
and a financial agent by profession, Mr. Wesser knew everybody 
and every establishment connected with monetary matters through- 
out Europe, or I might say throughout the world. He had re- 
sided in Russia, Constantinople, Paris, Amsterdam, Vienna, New 
York, Calcutta, Buenos Ayres, and Berlin. No question about foreign 
exchanges could puzzle him; no problem in financial operations was 
too difficult for him to work out. He knew every loan that had 
ever been contracted by any Government in the civilized world, 
and was as familiar with the money markets of the New as of 
the Old World. The first time I met this gentleman was at a 
dinner, where we all met for the purpose of being introduced to 
him, just as, some weeks before, the confederacy had been intro- 
duced to me. This time, however, the meeting talked more busi- 
ness. Not that any one except Mr. Wesser had much to say, for 
he spoke so incessantly that no other person could get in a word; 
but from the first he commanded our attention, and before the 
evening was over it was evident that our band had now got what 
it wanted so much before, an exceedingly clever leader, that each 
one of us believed it his interest to obey. 


Mr. Wesser’s advice to us was, not to abandon the bank which 
we had already damaged so much, but to hang on to it; and by 
causing, if possible, its failure, to lower the value of every kind of 
security in the market, and by degrees to bring about a serious 
crisis, if not a decided’ panic. “As regards the Continent,” he 
said, “I will work that part of the machinery for you, only no 
one must trouble me with questions, and you must be ready to 
follow the directions I shall give you.” As a pledge of our unity 
of intentions, he proposed that we should each put down a hun- 
dred pounds, which was to be placed in a bank in the joint names 
of Mr. Ursa and myself, and was to serve as a fund which we 
were to use on an emergency for any particular purpose. Further, 
it was agreed that more than two of us were never to be seen to- 





1875.] PANICS AND CLIQUES. . . 695 


gether in public; but that twice a week, every Sunday and Wednes- 
day, we were all to meet and discuss past results, and decide upon 
future operations. 


It was curious to observe how, from the very moment Mr. 
Wesser assumed command of our band, we not only obeyed him 
implicitly, but that, following his opinions and ideas, we all at 
once began to look upon our past operations as mere child’s play 
in amount, and to determine upon a very much larger scale of 
speculations. To the bank which we had already so seriously in- 
jured in reputation was added a much larger concern, which we 
also determined to “pepper.” We continued to invest individually 
for our respective accounts, and each one as his means permitted 
him; but all our workings were in the same direction, that of 
“bearing” the market, or for a fall in the value of shares; and to 
this, at the instigation of Mr. Wesser, we added another. kind of 
“bearing” speculation. At the time I speak of there were in 
London numerous small joint-stock companies, the shares of which 
were almost valueless. One of us would select an undertaking of 
this kind, and by purchasing a few of its shares run up their value 
a pound or two; at which price, if we could find any person in- 
sane enough to buy them, we sold a few of the shares we had 
bought to be delivered next settling day. In the meantime, being 
shareholders in the breaking-down company, we would go to the 
office, become possessed of the facts we wished to know, and then 
file a petition in Chancery that the concern should be wound up. 
No sooner was it published in the papers that such a petition had 
been presented, than the value of the shares fell below zero; in 
fact, people were glad not only to give away their interest in the 
concern, but in many instances to pay us money for taking them. 
As a matter of course, those who had bought from us were 
obliged to pay the amount that had been stipulated, and thus we 
received money—and often a good price—for what we had obtained 
gratis. Nor was this all. Before presenting the petition for the 
winding-up of any company, we made matters pleasant with an 
attorney and an accountant. The latter invariably got appointed 
official liquidator of the concern, and then nominated the former 
solicitor for the liquidation. To each of these gentlemen the job 
was worth from one to two thousand pounds; and as they had 
“made it a matter of business” with us, we, of course, made some- 
thing handsome by the transaction. Moreover, every fresh announce- 
ment of a winding-up order published in the papers helped to bring 
about the monetary crisis for which we were all working, and we 
had the good fortune before long to see our purposes ripen beyond 
the most sanguine expectations of any of our number, except those, 
perhaps, of Mr. Ursa and Mr. Wesser. 
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HAS THE GOLD SUPPLY AFFECTED GENERAL PRICES? 


Three questions meet us in all discussions on general prices. 
First, there is that great law of industrial growth, which gives a 
larger share of the annual product of the National wealth to be 
allotted to labor, and a lesser share of the aggregate to capital. 
This question has chiefly to do with wages, and with the strife be- 
tween capital and labor. It does not directly affect the relative 
prices of general commodities. Secondly, there is the growth of 
productive power, of mechanical invention, and of labor-saving 
machinery in certain industries. This question regards those de- 
rangements of relative values which cause certain articles to be 
cheapened, while others remain stationary, until the wave of 
improvement in the facilities of production reaches and disturbs 
these prices. A third topic is more general, and treats of the 
changes in the value of the money whereby prices are com- 
puted. 


By the “value of money,” as here used, we mean the standard 
value of the monetary unit. It is well known that the standard 
value of coin may be changed in two ways: first, by diminishing 
the weight of the coin so that the dollar or the sovereign shall 
contain less gold; or, secondly, by a diminution in the value of 
gold itself through its relative abundance. It is the second of these 
changes that is here referred to. The question here raised is, 
whether the enormous supplies of gold which, since 1848, have 
been poured into the markets of the world have diminished the 
relative value of the gold so that a given quantity of it has not 
so much purchasing power as it used to have in exchange for 
other commodities. This question is of great importance in all 
discussions of resumption. If gold has already depreciated and is 
likely to depreciate still further, then it is only needful for this 
country to wait a sufficient interval, and if our greenback currency 
remain without further inflation, gold will gradually descend to the 
same level with greenbacks. The latter will be at par without any 
contraction of the currency or perturbation of the monetary system. 
Many supporters of. this theory express it under the formula of 
“ growing up to specie payments.” Of course this theory, that the 
country can, in the way suggested, grow up to specie payments, 
includes also the further condition, that the commerce and indus- 
try of the nation must expand so as to find full use for the exist- 
ing volume of greenbacks. But it is a familiar principle of monetary 
science, that the mere increase of business does not by itself re- 
quire an increase of currency. England has tripled her commerce 
since 1844, but her monetary circulation has increased very little. 
It is evident, then, that the theory of our growing up to the specie 
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standard, so far as it rests on a solid basis, is founded chiefly on 
a belief in the depreciation of gold to. which we have referred 
above. Hence it is very important for us to know whether or 
not there has been any such depreciation of gold. The fact has 
been disputed, and the dispute has been recently revived by the 
agitation in England as to the scarcity of gold consequent on the 
competition for a gold reserve among the three great nations of 
Western Europe. The latest contribution to the data on which this 
dispute rests is the report just published of the supply from the gold 
fields of the United States. 


The total bullion product of the Pacific States and Territories 
for the year 1873 was $72,258,693. This year it was $74,401,055, 
showing an increase of $ 2,142,362 over 1873. Mr. John J. Val- . 
entine, General Superintendent of Wells, Fargo & Co.’s Express, 
in his annual report of the precious metals produced in the States 
and Territories west of the Missouri River, including British Colum- 
bia, during 1874, shows an aggregate yield of $74,401,055, being 
an excess of $2,142,362 over 1873. California, Nevada, Utah, 
Colorado and British Columbia increased; Oregon, Washington, 
Idaho, Montana, Arizona and Mexico (west coast) decreased. The 
increase in Nevada and Colorado is merely nominal, but in Cali- 
fornia and Utah it is $3,100,000, three-fourths of which is to the 
credit of California. 


States Gold dust and bullion Ores and base 
and by by other Silver bullion bullion 
Territories. express. conveyances. by express. by freight. Totals. 


California.... $ 16,015,568 $ 1,601 2556 $ 967,857 $ 1,715,550 $ 20,300,531 
345394 - 34539 - 30,954,602 - 4,117,698 - 35,452,233 

: 5539594 - 55,350 - 150 - core - 609,070 
Washington. . 141,396 - 14,139 - ane - es 1555535 
Idaho 1,207,667 . 120,765 - 551,572 esse 1,880,004 
Montana..-.- 2,581,362 . 258,136 - sabes P 600,000 - 3,439,498 
83,721. 8,372 - 746,565 - 5,072,620 - 5,911,278 

Arizona...... 23,333 - a 4oo . Bas ‘ 26,066 
: cere 1,745,705 - 855,000 - 4,191,405 
Sees 714,223 - Sies 798,878 
148,747 - 337 - ---- ~ 1096,557 


Grand total.$ 24,114,833 $2,243,943 $35,681,411 $12,360,868 $74,401,055 


In the statement for 1873 the yield was reported by Mr. Val- 
entine—$ 72,258,693—as “the largest, for one year, in the history 
of the coast.” The accuracy of the statement has been questioned, 
and the yield of 1853 referred to as being greater. Dr. Linder- 
man, Director of the United States Mint, whose information is 
probably as reliable as may be had, names $65,000,000 as the 
amount produced in 1853, and that amount was not exceeded 
until 1873, which is now exceeded by 1874, and the recent devel- 
opments on the Comstock lode are interpreted to show that the 
total product for 1875 will approximate $80,000,000. 


Assuming these figures to be correct, and adding them to Mr. 
Rossiter Raymond’s well-known tables, the total production of 
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gold since 1848 will be $ 1,267,108,776, and of silver $ 234,092,279, 
making the total yield of the precious metals supplied, since 1848, 
from this country $1,s01,201,055, or just half as much again as 
the French indemnity recently paid to Germany. If these enor- 
mous supplies of gold from this country are to contribute, in the 
way suggested above, to help us in the work of specie resumption, 
they must have been operating on prices during the whole of the 
last quarter of a century, so that, in some of its aspects, this 
problem is by no means new. 


Ever since the gold discoveries of 1848 and 1850, the question 
has been agitated, how far those discoveries were perturbing the 
general equilibrium of money-prices throughout the commercial 
world. The theory that changes of a violent and sudden character 
were threatening to disturb values, appears to have been held by 
several of the French economists, and suggested questions which 
were very early discussed by Bastiat, Chevalier, and other writers; 
= the discussion is still as far as ever from a satisfactory con- 
clusion. 


The first publication of Bastiat on this aspect of the gold supply 
was in the Journal des Economistes for April, 1849. In his essay 
on money, entitled “ Maudit Argent,” he says: “I do not think 
that, on the whole, the gold discoveries of California will add very 
much to the enjoyments, to the real satisfactions, of mankind. It 
is true the gold of California might be useful, if it does nothing 
more than take the place of that which is lost and destroyed. 
But if it augments the current mass of gold in circulation it will 
cause that mass to depreciate. The gold-seekers will be richer 
than they would otherwise have been. But the people in whose 
hands the gold may be at the moment of depreciation will not be 
able to purchase as much of what they want for a given sum of 
money. In such a result as that, I see simply a displacement ot 
wealth, but no augmentation whatever.” 


In view of the large quantity of gold used in the arts, the 
precise inquiry which recent events have forced an the public 
attention, is, how much of the silver and gold produced in 
California and Australia has gone to swell the metallic currency of 
the world, and has thus had a direct tendency to raise general 
prices. ‘The recent adoption of a gold standard by Germany, and 
the coinage by the Imperial Mint of $ 275,000,000 of ten and 
twenty mark pieces, has caused this coinage question to occupy 
attention, though the progress of the inquiry is not so rapid as we 
could wish. 


The real question comes back to us as it was proposed in 
the Zconomist in June, 1872, by Mr. Thomson Hankey of London. 
“If the quantity of gold poured into the European markets in 318 
years from the discovery of Hispaniola to the revolution in Mexico, 
was somewhat under 300 millions sterling, is it possible, remem- 
bering the effect produced on prices by this enormous increase in 
the production during those 300 years, that a great effect must 
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not now be experienced by the additional production of an equally 
large amount during so comparatively short a time as twenty 
years?” To this inquiry so well put by Mr. Hankey we may add 
the question, whether, if the disturbance of prices and their general 
rise be inevitable, the revolution, when it takes effect, may not be 
expected to be more rapid and to be attended by more spasms, 
financial panics, and perturbations of credit among the commercial 
nations of Europe, than the movement which was developed by 
causes of much less activity and magnitude in the sixteenth 
century P 


The aggregate gold product since 1849 is stated to be about 
2,480 millions of dollars, on the authority of the London Zconomist, 
whose data we have partly verified, and adopt them as substantially 
correct. The following is our cotemporary’s table of the aggregate 
yield of the gold-producing countries since 1848: 


THE Wor Lp’s Propuct or GOLD, 1849-74. 
Annual 
Total. Annual average. average. 


3 years—1849-51... £27,830,000 .... £9,278,000 ... $ 46,390,000 
5 years—1852-56-.. 145,880,000 .... 29,176,000... 145,880,000 
5 years—1857-61... 114,651,000 .... 22,930,000 114,650,000 
5 years—1862-66...° 103,203,000 .... 20,641,000 i 103,205,000 
5 years—1867-71... 101,053,000... 20,211,000... 101,055,000 
3 years—1872-74... 56,139,000 er 18,713,000 93,505,000 


26 years—1849-74... £ 548,756,000 .... £21,106,000 ... $ 105,530,000 


As already suggested, we cannot hope to make any useful 
deductions from these figures, nor can we learn the influence of 
this enormous supply on general prices except we can also find cut 
precisely how much of the gold has been coined, and has added 
itself to the current of circulating money? It appears probable, 
from official statistics, that the total product of gold during the 
last twenty-six years is less by about 2,500 million dollars than the 
aggregate of coinage during that period. This circumstance, com- 
bined with other facts, seems to show that the recoinage aggregate 
is at least one-half of the whole—perhaps considerably more. If 
this be so, the aggregate of coin circulating in the channels of 
commerce has been increasing in a much smaller ratio than some 
of the writers on the subject have supposed. This question lies so 
conspicuously on the threshold of the investigations about prices 
that we wonder it has not commanded more attention. Mr. New- 
march, whose researches have shed so much light on this obscure 
pathway of economic travel, gives in the “ History of Prices” the 
following estimate of the disposal of the 174 millions sterling of 
new gold produced from 1848 to 1856. Twenty millions sterling, 
he says, were added to the coin circulation of England, 60 mil- 
lions sterling to that of France, and 50 millions sterling to that of 
the United States. Of the remaining 44 millions, 10 millions 
remained in Australia, 10 millions in California, 10 millions in 
Turkey and the East of Europe, and 1o millions in Brazil, Egypt 
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and Portugal. The gold exports to India, China and Japan, and 


the amount consumed in the arts, are not provided for in Mr. 
Newmarch’s estimate, which is otherwise as close an approximation 
as can be reached for the period. The following is Mr. New- 
march’s account of the supplies of gold from California, Australia, 


and Russia during the same nine years—1848 to 1856. 
be found in the sixth volume of the “History of Prices.” 


It will 


THE WoRLD’s PropucTt oF GoLtp—1849-1856. 


(1852-56) 


California. 


4 I ’ 772,000 
5,500,000 


16,340,000 
12,870,000 


Grand total pounds £ 88,620,000 


Grand total dollars 


$ 443,000,000 


13,900,000 


'gz,680,000 
«+ $52,160,000 
. $ 260,800,000 


New South 


. $38,050,000 


Russia. 


«» £ 3,650,000 
+ 31390,000 
3,460,000 
10,500,000 
3,460,000 
2,840,000 
2,840,000 
2,840,000 
2,840,000 
14,820,000 

.. $25,320,000 
. $126,500,000 


Totals. 
4 51420,000 
8,890,000 
13, 520,000 


27,830,000 
27,030,000 
28,080,000 
28,280,000 
30,240,000 
32,250,000 


145,880,000 
. £1373,710,000 
. $ 868,550,000 


The following table has been compiled from authentic sources, 
by the London Zconomist, to show the supply of gold from the 
whole of the mines in both hemispheres, from 1857 to 1874: 


THe Wor p’s Propuct or GoLp—1857 TO 1874. 


Years. 


Total in pounds... 


Net Exports 


Srom 


Australia. 


411,329,000 
11,419,000 
11,640,000 
10,186,000 
10,916,000 
551490, 000 
10. 455,000 
11,468,000 

9,025,000 
9533"000 
9,618,000 
“50,099,000 
8,783,000 
9»351,000 
10,382.000 
9,000,000 
Q,500,000 


47,916,000 


5,983,000 
9444,000 
6,720,000 


4174,752,000 


Total in dollars... .$ 873,760,000 


Coinage of 
Sydney 
Mint. 
£767,000 
1,343,000 
1,221,000 
1,652,000 
1,719,000 
€,702,000 
2,478,000 
1,535,000 
2,699,000 
2,272,000 
2,911,000 

11,895,000 
2,401,000 
2,319,000 
1,279,000 
1,220,000 
1.250,000 


8, 469,000 


1,993,000 
2,312,000 
2,000,000 


-+ £331371,000 
. .$ 166,855,000 


. 


Deposits of 
Gold at 
U.S. Mints. 
«. £12,000,000 
8,195,000 
5,441,000 
3792,000 
6,839,000 
36,267,000 
6.195,000 
4,124,000 
4,410,000 
5,222,000 
52794,000 
25,745,000 
6.139,000 
45341,000 
5-514,000 
5»179,000 
6,461,000 
27,634,000 
2,466,000 
5:775,000 
5-947,000 
: 103,834,000 
.$ 519,170,000 


Production 


in 

Russia. 
43:549,000 
3+454,000 
3,156,000 
3,053,000 
2,980,000 
16,192,000 
2,990,000 
2,988,000 
2,862,000 
3,227,000 
31397,000 
15,464,000 
31377,000 
3+503.000 
3,617,000 
3,837,000 
3,600,000 


17934,000 
4,500,000 
4,500,000 
4,500,000 


- + $63,090,000 
« 315,450,000 


Total. 


-- $27,645,000 
24,411,000 
21.458,000 
18,683,000 
22,454,000 

114,651,000 
22,118,000 
20,115,000 
18,996,000 
20,254,000 
21,720,000 

103, 203,000 
20, 700,000 
19.514,000 
20,792,000 
19,236,000 
20,811,000 

101,053,000 
14,942,000 
22,031,000 
19,167,000 


« «375,047,000 
$ 1,875,235,000 


From the evidence, so far as it is before us, two or three facts 
are suggested. First, as the price of silver is falling, and as silver 
coin when in excess is likely to be just as effective as gold in its 
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action on prices, the silver coinage of the world deserves to be 
investigated, and if correctly measured, may afford important data 
in the solution of the problem of rising prices. Secondly, the pro- 
duction of gold, which had somewhat fallen off, seems to have 
received a new impulse on this Continent, owing either to new 
facilities for transportation or to other causes. If this augmented 
production be not counterbalanced by a greater falling off than 
has yet appeared in Australian mining, there will be a new force 
added to those previously in operation, tending to disturb prices. 
Lastly, although a long period may be required to show the full 
force of these and other perturbations of general values, and 
although the mounting wave of prices should move irregularly 
when it does begin to rise, still that delay of a score of years 
before the movement begins, and any fitful, irregular phenomena 
of alternate rise and fall of prices which may afterwards be devel- 
oped, are by themselves no evidence against the theory of depre- 
ciation of gold, any more than the momentary rise and fall of the 
waves in a storm disproves the uniformity of the tides, or of the 
law of gravitation. 


The prospects of specie payments, and the future pressure of 
our debt on the resources of the country, depend in no small 
degree on the solution which the future may give of the questions 
as to the effect of the gold of California and Australia on the 
depreciation of the precious metals and on the consequent rise of 
general prices. Some people have contended that gold has already 
depreciated, and that the movement will go no further. Others 
deny that the movement has yet begun, or is at all probable. - 
Others again declare that the perturbations of prices in Germany 
and other parts of Europe are the first monitions of a general 
advance, which will spread more or less rapidly till it has over- 
spread the whole domain of relative values. Few persons in this 
country have been disposed to believe in any sudden and violent 
revulsion of prices. It has been supposed that if any such changes 
in prices should be produced by the gold product, they would, as 
in the sixteenth century, be slow and gradual. The theory of 
sudden spasmodic movement receives some confirmation from the 
phenomena which caused so much trouble in England lately, 
where the three prime necessariescoal, meat and iron—suffered 
an advance which has been followed by a sharp decline, the 
movement being attended by disastrous labor strikes all over the 
_ country. 


Some months ago a distinguished English economist, Mr. T. E. 
Cliffe-Leslie, attempted, in the Fortnightly Review, to continue the 
researches of Mr. Newmarch above referred to, regarding the ad- 
vance of prices, the causes of fluctuation, and the connection between 
the increase in the supply of gold and the nominal rise of values. 
This inquiry was, in the main, limited to England, but valuable facts 
from other countries occasionally enforce Mr. Leslie’s conclusions, 
partly by way of illustration, and partly as data to draw out an 
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induction, to measure the effect of gold by comparing the average 
cost of certain commodities during the period since the new mines 
were discovered with the cost of the same for a number of years 
preceding. 


As Mr. Leslie points out, Professor Jevons’ well-known method 
is unsatisfactory, but rather from lack of statistical information 
than from any inherent inadequacy. The buying power of an in- 
come depends, of course, on retail prices, and retail prices are not 
always just criteria of wholesale. There is likewise a great deal 
of fluctuation in the figures that represent this relation, and what 
is more to the point, the fluctuation is one that cannot be meas- 
ured except by observations of a very minute kind covering a 
series of years under diverse conditions of trade and manufactures. 
It is, therefore, as Mr. Leslie argues, unsound to refer the whole 
rise in prices of late years to the plenitude of gold, though it is 
manifestly sound to regard this supply as one of the prin- 
cipal impulses; and did Mr. Jevons’ economical tables cover the 
whole advance in the cost of living, instead of a fraction of it, 
they would still fail to show the proportion of that advance which 
is to be attributed to the modern discovery and diffusion of gold. 
For, as everybody knows, this advance has been an irregular one, 
by no means affecting all departments of living in an equal de- 
gree, and affecting the lower strata less than the upper; and the 
conditions which have affected it are complicated with so many 
unknown sliding or continuous quantities, as to render the ques- 


tion unstatable in the form of an equation. In other words, there 
* is an unknown «x in the problem, which defies measurement, and . 
is not sufficiently conditioned to render its value ascertainable. 


Secondly, the labor movement has been instrumental in raising the 
cost of living, and if the gold discoveries did not start this move- 
ment, they contributed to maintain an equilibrium that would else 
have been more violently disturbed. They have given modern trade 
the power to yield considerably to the demands of a reawakening 
of the masses that has ‘occurred mostly within the past fifty 
years. They have prevented or postponed the revolution in Europe, 
having distributed through a quarter of a century that which would 
else have broken out as a volcano. That agrarian speculation has 
gained so littie headway among the people in Europe is probably 
due in a great measure to the gold supply, which rendered a 
gradual increase in the scale of wages feasible; and thus, while 
the abundance of metal has assisted revolution in one direction, it 
has prevented it in another and more dangerous direction. Mak- 
ing all allowance for differences in national temper, there is 
reason to conjecture that some part of the violent turn the labor 
movement has taken in Italy and France, as compared with the 
phenomena it has presented in England, may be due to the non- 
liberation or non-absorption of gold in sufficient quantity to meet 
the emergency. 
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In the general analysis of prices several of the elements 
either elude investigation or give different results under different 
circumstances. So many causes—not the least among which has 
been the growing complexity of modern civilization—have con- 
tributed to raise prices, that it is impossible to assign to the new 
supply of gold its proper weight. 


Such is the conclusion to which many economists besides 
Mr. Leslie have been led. Others think that gold began to 
depreciate soon after the discoveries in California and Australia ; 
that, with some interruptions, the process has continued ever 
since, and that as yet it is only beginning. In such a compli- 
cated question, there is much room for difference of opinion. 
Moreover, as less than thirty years have elapsed since the gold dis- 
coveries, and as the stupendous forces evoked are operating over an 
immense field, it is reasonable to suppose that the ultimate move- 
ments produced in prices will be slow and irregular. It is prema- 
ture as yet for the advocates of depreciation, or for their oppo- 
nents, to dogmatize. History and experience combine to show 
that a succession of spasms and perturbations must attend any widely 
diffused dislocation of prices. ‘The disturbance of the equilibrium 
of value must produce oscillations of a very irregular and fitful 
kind, even if the average movement afterwards prove to have 
tended steadily upward. Thus in the sixteenth century the ad- 
vance of prices, from causes analogous to those now in operation, 
is known to have averaged about two per cent. per annum, with 
many intermediate variations of advance and decline. If the 
same rate of yearly progress of two per cent. were to establish 
itself in our time, and if it began to develop itself to-day, 
this single cause, acting upon general prices, would bring us 
to specie payments in six or seven years. Of course we do 
not positively affirm as a demonstrated fact that this movement is 
actually going on. Still less do we attempt to measure its rate of 
progress. All we contend for is, that no economist has yet 
been able to disprove the existence of such a movement. Many 
thoughtful men believe in it. If it exists, as it probably does, 
it cannot fail to help us in any national efforts we may wisely 
adopt to resume specie payments. 


The London Zconomist, in its annual trade review, has for 
several years past compiled a series of comparative tables of rela- 
tive prices in England, in continuation of the tables of Mr. New- 
march, above referred to. It might be of great service to economic 
science, and it would throw much light on the questions discussed 
above, if some competent persons would take the pains to com- 
pile similar statistics for Germany, France and the United States. 
As for our own country, the materials for such comparative tables 
are all at hand and waiting for us in the elaborate tables of prices 
published by the New York Journal of Commerce in January and 
May every year. 
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EVASION OF THE STAMP TAX ON CHECKS. 


We have lately expressed approval of the proposition that the 
stamp tax on checks should be repealed. This tax yields con- 
siderable revenue to the Governments of France and England. 
Its product in this country is shown to be about one and a half 
millions a year. As soon as the Treasury can dispense with this 
objectionable source of income we desire to see it given up. 
The agitation against the tax is very active in some parts of the 
country, and especially in the Western States. Checks are such 
an important part of the mechanism of modern banking, and have 
so much to do with the monetary economies on which the rapid 
growth of material wealth depends, that an enlightened policy 
demands their liberation from all needless fiscal burdens. 


Still, we need not say to intelligent law-abiding citizens that, 
while the check tax remains on the statute book, it must be 
enforced. The Internal Revenue Department has lately announced 
the fact that certain banks and their customers have been guilty 
of habitual neglect to stamp their checks and sight-drafts. The 
omission of a two-cent stamp from a check seems to have been 
considered so venial an offense, that many people have become 
careless in this respect, and the banks have disliked to refuse pay- 
ment of a good check lacking this little tribute to the Treasury. 


In the aggregate this evasion of the law has defrauded the 
United States out of considerable revenue, and the Commissioner 
proposes to investigate and cure the evil. The penalty of neglect- 
ing to stamp a check or sight-draft is $50 in each case. It is 
reported from one Western bank that the revenue officers have 
found there over a thousand checks liable to this penalty. The 
only safety for a bank is to refuse to receive a check or sight- 
draft unless it bears the two-cent revenue stamp on its face. 


The expedient of evading the stamp tax by country banks and 
individuals who draw their drafts on their city correspondents pay- 
able “one day after date without grace,” is in direct violation of 
section 15 of the Act of February 8th, 1875. A copy of this sec- 
tion will be found on another page. Drafts drawn in this way 
will now cease to be negotiable. The best plan is to draw all 
checks and drafts in accordance with the law. ‘This course is in 
harmony, not only with the duties of good citizenship, but with 
the rules of business policy. 


As to the amount of revenue yielded by the stamp tax, we find 
that it is officially reported at $1,502,549°'40 for the fiscal year 
1873-4. 





OUR FINANCIAL SITUATION. . 


OUR FINANCIAL SITUATION AND THE REMEDY. 


By RosBertT Morris. 
> 


No. 3. 


Since the publication of my last paper (in the January number 
of the Magazine) our financial situation has undergone a change, 
which, if allowed to “work itself out” to its logical results, is 
destined to exert an incalculable influence on the labor, industry 
and commerce of the nation. This change is not merely amend- 
atory, as is mostly the case in legislative tinkerings of imperfectly 
tried laws, but it is vadical-revolutionary. I refer to that which is 
authorized by the Senate currency and specie payments bill passed 
January 7, whereby is repealed all parts of previously existing 
laws which constituted an obstacle to “Free Banking.” The gen- 
eral anatomy of the National Banking System is preserved; but 
its primary motive, and the fundamental principle of protecting 
the standard and measure of value from indefinite fluctuation, are ~ 
abandoned. The material provisions of the new bill are as 
follows : 


1. The limit of the aggregate of bank-note circulation, hereto- 
fore fixed at $ 354,000,000, is repealed. 


2. The proportion of bank-note circulation to capital remains as 
heretofore, at go per cent. of the securities pledged by all banks 
with a capital not greater than $500,000, while the descending 
scale to 60 per cent., fixed by the act of July, 1870, is of little 
moment, inasmuch as that act forbids, to any bank thereafter 
organized, a circulation in excess of $ 500,000. 

The consequence of these measures is that all new banks may 
issue bills to full go per cent. of the securities pledged. These 
terms, together with the provision that any person or number of 
persons may enter into the banking business without let or limit 
as to capital, constitute all the essential conditions of what is 
popularly called “ Free Banking.” 

The first attempt to establish free banking in the United States 
was by Mr. Charles F. Mayer, of Baltimore, who introduced a 
bill in the Legislature of Maryland, in the year 1831, providing 
that “real property and stocks” should be vested in trust as 
security for circulating bank notes; and on the Chancellor being 
satisfied of the soundness of such security, a license was to be 
given to the applicant, with authority to “issue and circulate 
notes, bills, checks, drafts, or evidences of debt to the amount, 
and one-fourth more, of the full value aforesaid, on the payment of 
one-fifth of one per cent. premium” for the privileges conferred. 


46 - 
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The bill was rejected by the Legislature. A prior claim to what- 
ever honor may attach to the authorship of free banking, has been 
set up for the Rev. Doctor McVickar, who wrote an able expo- 
sition of the principles of banking in the year 1827; but some 
doubt rests on the precise character of the plan which he pro- 
posed. ‘The first article of it was as follows: 


“Banking to be a free trade in so far that it may be freely 
entered into by individuals or associations, under the provisions of 
a general statute.” 

With more plausibility, and, I may be allowed to say, with 
much greater merit and honor, it has been claimed that the plan 
of Dr. McVickar contemplated nothing beyond the general bank- 
ing law of the State of New York, which furnished the text of the 
National Banking System to Mr. Chase in 1862. The law of New 
York, as it first went into operation, was almost a literal copy of 
the bill that was rejected by the Legislature of Maryland as it 
related to the character of the securities for circulation. But it 
needed only a short experience to induce the New York Legisla- 
ture to rescind that clause which admitted real estate and State 
stocks generally as a security for bank issues. - The history of the 
North American Trust and Banking Company, with a projected 
capital of fifty million dollars, sufficed to convince the most ardent 
advocates of free banking of the folly and danger of such a wide 
latitude of securities. The institution failed disreputably and in- 
volved many upright capitalists in its ruin. Such is the meager 
history of free banking in the United States up to the time of the 
Sherman finance bill of January 7, 1875. The New York general 
law, after the limitations and amendments which the expetience of 
a few years suggested, worked smoothly and prosperously. It 
was deservedly regarded as the best banking system which had 
yet been tried in the United States. Its career for twenty-five 
years was marked by as few of the casualties that commonly 
attend the business of banking, as might reasonably be expected 
in the crude state of knowledge concerning the principles of 
economy applied to financial organization. 


It is now to be tried, under the Sherman bill, whether the 
financial policy of a country is of a nature to be thrown loosely 
on the discretion of individuals, or whether it is one of those sub- 
jects which ought to be surrounded by every possible safeguard; 
whether it is properly a subject for specific law, or for no law 
whatever excepting that which the self-interest, the ambition, and 
the avarice of man may prescribe. If experience proves anything 
with respect to the question of limiting the paper-money circula- 
tion of a country, it proves that such limitation cannot safely be 
trusted to the discretion of individuals, or to any thing short of 
positive law, with such penalties for its violation as will constitute 
an effective guarantee against loss on the part of the people, 
either by mismanagement or fraud. The money of a country is 
the measure of its values in every department of labor, industry 
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and commerce. The power of increasing and diminishing its 
volume is the power of governing values, which, like that of 
establishing a legal tender, ought to inhere in the organic law of 
the State, and not be under the control even of Legislatures, which 
are at best but transient bodies, and frequently do not represent 
the majority of the people. The free banking law ordained by 
Congress is, in effect, the making of values subject to the interests 
of individuals. When that interest is to be promoted, however 
greatly at the cost of the common good, can it be doubted which 
of the two will be sacrificed? I am unable to perceive what 
obstacle there is to prevent any powerful clique of holders of 
National bonds, under the Sherman law, making flood or famine 
in the money market, at their pleasure. 


I do not wish to be understood as opposed in any narrow 
spirit to the present National banking system; but honestly believ- 
ing, after a patient investigation of the Reports of the Comp- 
troller of the Currency, that it has not the ability to redeem its 
circulation, that it never will have that ability, and that its outly- 
ing wings can never be brought to specie payments, either by the 
indulgence or the authority of law, I am forced to the conclusion 
that the sooner the country gets rid of it the better. It is my firm 
conviction that there is one way, and but one, by which all its 
valid interests may be saved, and that is by the consolidation of 
its separate capitals under a National charter. To show how this 
can be done will be the object of my next paper. 


NATIONAL BANKS AND LOANS ON REAL ESTATE. 


No axiom of banking is better established than that banks 
should not make loans on real estate. If this rule had been more 
faithfully obeyed, a very large proportion of the banking disasters 
of the last half century would have been prevented. This is as 
true of the English joint-stock banks as of our own. The English 
joint-stock bank legislation has undergone great changes in the 
laws of 1826, 1833, 1845 and 1862, but, strange to say, the per- 
mission to make loans on real estate has never been in any way 
curtailed. The reason is that the limits of legislative control have 
not been as clearly defined in England as here. And it has been 
argued that the law should not interfere with banking any more 
than with any other business. Hence it has happened that while 
the Bank of England has been subjected to restrictions, and has 
been obliged to publish a weekly statement of its condition, the 
joint-stock banks escape this responsibility. They are let off with 
a half-yearly statement, and aré not even compelled by law to publish 
their reserves any oftener than once every six months. Of course 
this loose arrangement will not be very long-lived, and an agita- 
tion is going on in regard to it which has been several times of 
late referred to in our pages. In regard to real estate there is 
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nothing, we believe, in the English law to prevent banks from 
lending upon it. But several of the London banks, in their “ Deed 
of Settlement,” voluntarily prohibit their managers from making 
such loans. Under our best systems of State banking the prohibi- 
tion was made by law. They resembled in this respect the 
National Bank Law of 1864. 

It is well known that the National Bank Law does not allow 
banks to loan money directly on real estate, or to purchase real es- 
tate except for its own use in its business location. Neither can a 
National Bank purchase or take a mortgage on real estate, except 
to secure the payment of debts previously contracted to the bank, 
or of debts incurred before the taking of the mortgage. 

The object and wisdom of this is plain, when we consider how 
injurious it might be in a rapidly growing Western city for the 
accumulated deposits of a bank to be controlled by a few officers, 
who might use them in monopolizing lands to the detriment of in- 
dividual enterprise; and, on the other hand, all bankers know how 
embarrassing it is to have depositors call for money which is 
locked up in real estate. It would be well for all National Bank 
officers to make themselves familiar with the 28th section of the 
law, and especially they must remember that if a customer exe- 
cutes a mortgage to them, to secure the payment of any debt or 
overdraft of account in the future, then the bank cannot collect 
the mortgage under the law. 

Besides this, if the mortgage is given with a note for discount _ 
at the bank, the law presumes that the bank takes the mortgage 
before parting with its money on the discount; and in this case * 
the mortgage is not collectable, and the security is worthless. 

This is a matter of vital importance now, when the customers 
of country banks are becoming pressed for money, and seek to 
fall on their farms as a last resort; and we quote a recent decision 
of the United States Circuit Court in the case of the Kansas 
Valley National Bank of Topeka vs. Schuyler & Sons. There the 
bank held such a mortgage, intended to cover any advances made 
by them to the mortgagors. Judge Dillon, who gave this opinion, 
is one of the ablest of the eight Circuit Judges of the United 
States, and has carefully weighed the subject. He says: 


“The mortgage of which a foreclosure is sought, was made by 
the bankrupt for the double purpose of securing a debt to the 
plaintiff previously contracted, and to secure future advances, which 
are alleged to have been subsequently made. The mortgage is 
upon real estate. The bill alleges a mistake in the description of 
the property, and asks that this mistake be corrected and the 
mortgage foreclosed. The assignee files a general demurrer and 
insists that, under the National Banking Act of June 3, 1864 
(sections 8 and 28), the plaintiff as a corporation organized under 
that enactment has no right to take, hold, or foreclose a mortgage 
upon real estate, except as a security for a debt contracted before 
the taking of such mortgage; that the mortgage here in question 
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was made upon but ove consideration, part of which—to-wit, that 
part which related to future advances—is illegal, and, being so, 
the mortgage is wholly void. 

“Upon the averments of the bill it is my opinion that the 
mortgage was made for the two purposes above mentioned, namely, 
to secure a precedent debt to the bank, and also to secure future 
advances to be made by the bank. 


“T am also of opinion, under sections 8 and 28 of the National 
Banking Act, that a mortgage upon real estate is clearly author- 
ized as ‘a security for debt previously contracted,’ and as clearly 
unauthorized when made as a security for money to be thereafter 
advanced by the bank on the strength of such security. 


“The mortgage in question rests upon a valid consideration, and 
is authorized by the law so far as it secures a debt previously due 
to the bank by the mortgagor; and #¢ 7s invalid so far as it under- 
took to secure a debt /¢hen or thereafter to be created. The 
line which separates that which is good from that which is bad is 
plain; and I am of opinion that the defendants’ counsel are mis- 
taken in supposing this to be a case in which the consideration is 
indivisible and the whole mortgage void. The two parts of the 
security are easily separable, and the result is that the good stands 
and the bad must fall. 


“Tt follows that the Court may correct the mistaken description 
in the mortgage in suit and enforce the same, so far, and so far 
only, as it was given to secure a debt to the bank previously 
contracted. The demurrer being general, it is overruled.” 


What is essential to be remembered by our bank officers is, first, 
that the National Bank Law, section 28, allows a bank ‘to pur- 
chase, hold and convey real estate... . in good faith by way of 
security for debts previously contracted,’ and secondly, that the 
United States Circuit Court in the above decision emphatically 
declares that a conveyance of real estate to secure debts afterwards 
created, either overdrafts of account, or notes, or otherwise, is not 
valid or binding, and is worthless to a National Bank. 


STATE DEBTS IN DEFAULT.—A recently published statement places the aggre- 
ate of State debts in the Union in 1874 at $ 382,970,517, being an increase of 
$ 38,200,000 since 1870. Of this amount $ 164,732,000 is reported in default—the 
defaulting States being Alabama, on $21,350,000; Arkansas, on $ 12,800,000; 
Florida, on $ 3,774,000; Georgia, on $11,000,000; Louisiana, on $24,433,000 ; 
Minnesota, on $ 2,275,000; ississippi, on $7,000,000; North Carolina, on 
$24,900,000; South Carolina, on $13,200,000; and Virginia, on $46,000,000. 
Of the total State debts, $92,924,000 is estimated to be held abroad, and of 
the amount in default, $54,174,000 is held abroad. The debts in default bear 
an average interest of about seven per cent. Two of the defaulting States, 
Georgia and Minnesota, have disowned the debts; others, like Mississippi, 
Louisiana, and South Carolina, have repudiated them; and others, like North 
Carolina and Virginia, declare their inability to pay—vVirginia, because the 
_ State of West Virginia refuses to assume its just share of the indebt- 
‘edness. 
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ANOTHER FINANCIAL BILL. 
NinE HunpbDRED MILLION DOLLARS SPECIE WANTED. 


To the Editor of the Banker’s Magazine: 


Distrust of the “free banking” and specie payment bill of Sen-. 
ator Sherman is already manifested in the House of Representatives. 
by the announcement of a substitute. It is not likely, however, 
that the Senate can be brought to act upon another financial 
measure within the closing days of the session. The smoke of the 
battle for the next Presidency already obscures the sight, and 
pushes out of cognizance every other issue. The fourth day of 
March, 1877, is the earliest time to which we can look forward 
with the least hope of any effective legislation on the subject of 
the finances. Meanwhile we are under the “free banking” and 
“specie paying” bill of the Hon. John Sherman, of Ohio. It 
may be of some service to analyze that bill, for the purpose of 
discovering what possible good may be effected under it in the di- 
rection of the grand desideratum—specie payments. We may pre- 
mise that the principal feature of it, which is the accumulation of 
nearly $ 400,000,000 of gold and silver coin in the Treasury of the 
United States on the first day of January, 1879, is of itself an un- 
dertaking of such magnitude as to challenge our belief in the 
possibility of it. The manner in which the precious metals accu- 
mulate in any one place is well understood to be by the continuous 
credits of commerce. The oft-repeated simile of water gravitating 
to its natural level indicates the law. It is the common agreement 
of the world, the United States included, that gold, and gold only 
(or silver), shall liquidate international debts. Wherever there is 
debt, there gold must go to pay it; and for no other purpose, nor 
by any other process, can the precious medium be transferred. 
What, therefore, has the Congress of the United States done, in 
that act of legislation by which it declares the Secretary of the 
Treasury shall have on hand on the first day of January, 1879, 
the prodigious sum, in gold and silver coin, of $ 400,000,000 ? * 
It has virtually declared that our exports shall exceed our im- 
ports by that much up to the date named; for how otherwise 
could the gold come to us? But does not the law authorize the 
Secretary of the Treasury to issue bonds for the absolute purchase 
of gold to the extent required? ‘True; but to purchase gold is 
one thing, to keep it in the country is another thing. The state 
of our foreign commercial account at the time will settle the 
question. If that be favorable, the gold will come without pur- 
chase by the common terms of international liquidation; if it be 


* $ 300,000,000 to redeem the event y notes, and nearly $ 100,000,000 as a prudential re- 


serve to meet the interest on the National debt. 
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unfavorable, the gold purchased will flow back again by those 
same terms. The solitary example that occurs to us in which a 
National emergency was warded off by the purchase of gold in a 
foreign market, notwithstanding an adverse exchange, is that of the 
late Emperor Napoleon, who caused large sums to be imported 
from England, nominally to aid the Bank of France. This was a 
transient emergency; and it succeeded because there was nothing 
in the state of the commercial account of France with other 
markets to maintain a continuous outflow of specie, as there is 
with the United States. It is to be apprehended that the Chair- 
man of the Committee on Finance, and the majorities in the two 
houses by which the absurd measure of attempting to force the 
country into specie payments was passed, were little troubled with 
ahy laborious investigation into the means: by which the Secretary 
of the Treasury is to get his $400,000,000 of gold coin on the 
first of January, 1879. At this very moment Congress is puzzling 
its brains to raise the one-tenth part of that sum to supply a de- 
ficiency for immediate wants. Why has not the Chairman of the 
Finance Committee applied the same expedient to raise the 
$ 40,000,000, that he apparently deems adequate to produce the 
$ 400,000,000? That which suffices for the larger, is it not equal 
to the smaller? Or must we settle to the conclusion that the 
Chairman of the Finance Committee is not ignorant of the part 
that commerce plays in these great affairs—that he is well con- 
vinced of the trifling character of the legislation with which the 
country is to be deluded while the next two years shall glide into 
the past, and devolve the disgrace of failure on a new party! 
All intelligent people are gravitating to this view of the case, and 
we believe that the time is near at hand when the responsibility 
for the bad state of the Treasury will be laid at the door of those 
ignorant and incapable law-makers to whom it justly belongs. 


Every other view of this extraordinary case aside, it is an im- 
possible thing to accumulate, in any one market on the face of 
the earth, such a vast amount of gold and silver coin as the 
Sherman bill calls for. The average bullion reserve of the Bank 
of England, for the past thirty years, has not exceeded $80,000,- 
ooo. In that great institution, if anywhere, with the largest trade 
and commerce of the world to back it, would it be possible to 
gather anything like the vast sum which our Secretary of the 
Treasury is under Congressional orders to amass? We hazard 
nothing by the assertion that, if the British Government should 
impose such a task on the Chancellor of the Exchequer, the 
whole commercial world would rise in rebellion against it, and the 
result would be a general disorganization of the business of all 
countries, and at last an inglorious failure of the audacious ex- 
periment. 


If we take a casual view of what is going on at this moment, 
and at what experience abundantly teaches us must continue to 
go on, far beyond the interval of grace allowed Secretary Bristow 
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for the achievement of his greater than herculean labors, we shall 
need no further instruction to convince us of the utter hopeless- 
ness of our financial situation under its present régime. First, 
there is $100,000,000 of gold, or its equivalent, exported yearly for 
interest on the debt. The estimated gold interest on railway 
bonds and other obligations is given at $40,000,000. We can 
hardly hope to escape a considerable addition to these figures on 
commercial account. If we place the annual drain of gold, for 
the four years to come, at $150,000,000, we shall have an export 
of $600,000,000 to provide for between the present time and 
the first day of January, 1879, which, added to the $ 300,000,000 
for the redemption of the legal-tender notes, gives an aggre- 
gate requirement of $900,000,000 for the coming four years! 
Our annual product from the mines is about $60,000,000 a year. 
Where is the rest of the “pile” to come from? Since the gather- 
ing of it must be a progressive work, and the result of commercial 
dealings, we warn Secretary Bristow that there is not a day to be 
lost in preparation for the grand achievement. 


Among other expedients to lift ourselves out of the bog of 
suspension, is that of 4orrowing—which, we apprehend, would be 
found impracticable. If Mr. Bristow should, or cowd/, borrow three 
or four hundred million dollars, he could not borrow the rate of 
exchange! It might not prove impossible to get up another syn- 
dicate of foreign bankers of which to make such a loan; but 
what would that be in effect, different from the selling of 
bonds? The latter would, after all, be the better ex- 
pedient, as it is the simpler. But what a farce for the 
nation that is constantly proclaiming itself replete .with the 
richest resources in the world—the nation that has been mak- 
ing the world ring with its boast of having paid off some four 
hundred million dollars of its debt (Boutwell, Fin. vol., p. v.) to 
turn beggar, hat in hand, to borrow it back again from those na- 
tions whom we have taunted with inability to pay their own creditors 
their just dues! Is not this a picture to laugh at? The discov- 
ery forces itself upon us at length, that our reduction of debt is 
a seeming rather than a reality—that it is no more than shifting 
the place of the debt from one ledger to another! It is to be 
hoped that we may add to this another discovery, viz.: 
That it is unworthy of a great nation to resort to mere 
expedients of financial jugglery to lighten its burdens, instead 
of cultivating its solid reserves of wealth, and profiting by the 
experience of other nations in organizing its financial methods 
harmoniously with the principles of scientific economy. 

J. S. G. 
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THE BANKING LAWS OF PENNSYLVANIA. 


The annual message of Governor Hartranft, to the Legislature 
of Pennsylvania, takes strong ‘ground against existing facilities in 
that State, for the incorporation of banks, savings banks and trust 
companies. It urges such enactments as shall more clearly define 
their powers and privileges, and shall guard the interests of the pub- 
lic, while duly encouraging the proper investment of banking capi- 
tal. The message furnishes the following statements and opinions: 


“We have in the State one hundred and ninety-nine National 
banks, whose capital is about $52,000,000, and one hundred and 
seventeen State banks, and savings institutions, whose capital, ac- 
tually paid in, as per Auditor General’s report of 1874, was $ 8,- 
370,168.85; in all, three hundred and sixteen banks and savings 
institutions, with an aggregate capital of $60,000,000. For the 
proper regulation of National banks we are dependent upon the 
National Government. For the regulation of State banks, savings 
funds, and trust companies, the State Government is responsible to 
its people, and as it is probable a bill for the enactment of a gen- 
eral law, in compliance with the provisions of the new Constitu- 
tion for the organization of banks, may come before you at this 
session, I invite your special consideration thereto. In my last annual 
message I called attention to the vicious practice that had grown 
up in the State, of incorporating banks, savings and trust compa- 
nies, without fixing proper and definite limitations to their powers 
and privileges, and providing for their enforcement. In the enact- 
ment of a general law, whereby they can be organized without 
limit, it is of the highest importance to the business interests of the 
people, and the material development of the State, that their powers 
and privileges be clearly defined, and any violation thereof should 
subject them to proper penalties or the forfeiture of their charters. 

“The charters of these State banks and institutions were mostly 
granted within the past few years, and many of them possess 
powers and privileges which should never have been conferred. 
The Auditor General’s report of 1874 shows they had over §$ 23,- 
000,000 of deposits. Some of them are averaging $10, $20, $30 
and $40 of deposits for each dollar of capital stock paid in; de- 
pending, in some instances, almost entirely upon their deposits for 
banking facilities. These are obtained by offering usually six per 
cent. interest, and loaned back to the community in which they 
are borrowed at higher rates of interest. 

“These banks and savings institutions act as ‘middle men’ be- 
tween the lender and the borrower, resulting in the rates of inter- 
est advancing wherever they are established. That these banks 
and institutions, with rare exceptions, charge interest greatly in 
excess of legal rates is notorious; that excessive rates of interest 
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enrich the few and impoverish the many is equally undeniable, 
and the public welfare demands that a policy so injurious should 
be avoided. The large majority of these State institutions are 
styled savings banks; with few exceptions, their resemblance to 
properly regulated savings banks exists only in name. * * * 


“T also suggest that in any general law that may be enacted 
for the organization of banks, they be required to have a reasona- 
ble amount of capital stock, not less than $50,000, and to pay it 
up within one year after organization ; that the stockholders be made 
personally liable for doubie the amount of stock held by them 
. Tespectively, and they be prohibited from charging or receiving 
interest above legal rates; and that this prohibition be extended 
alike to securities discounted or purchased. I also renew my 
suggestions that they be made subject to examinations, re- 
quired to publish quarterly statements, under oath, and to retain 
in their vaults a cash reserve of ten per cent. of their net liabili- 
ties. ” 





NEW ACTS OF CONGRESS. 


EXTRACTS FROM “AN ACT TO AMEND EXISTING CUSTOMS AND 
INTERNAL REVENUE LAWS, AND FOR OTHER PURPOSES,” AP- 
PROVED FEBRUARY 8th, 1875. 


Sec. 15. That the words “bank-check, draft, or order for the 
payment of any sum of money whatsoever, drawn upon any bank, 
banker, or trust company, at sight or on demand, two cents,” in 
Schedule B of the Act of June thirtieth, eighteen hundred and 
sixty-four, be, and the same are hereby, stricken out, and the fol- 
lowing paragraph inserted in lieu thereof: 

“ Bank-check, draft, order or voucher, for the payment of any 
sum of money whatsoever, drawn upon any bank, banker, or trust 
company, two cents.” 


Sec. 19. That every person, firm, association other than National 
bank associations, and every corporation, State bank or State bank- 
ing association, shall pay a tax of ten per centum on the amount 
of their own notes used for circulation and paid out by them. 


Sec. 20. That every such person, firm, association, corporation, 
State bank, or State banking association, and also every National 
banking association, shall pay a like tax of ten per centum on the 
amount of notes of any person, firm, association other than a na- 
tional banking association, or of any corporation, State bank, or 
State banking association, or of any town, city, or municipal cor- 
poration, used for circulation and paid out by them. 

Sec. 21. That the amount of such circulating notes, and of the 
tax due thereon, shall be returned, and the tax paid at the same 
time, and in the same manner, and with like penalties for failure 
to return and pay the same, as provided by law for the return 
and payment of taxes on deposits, capital, and circulation, imposed 
by the existing provisions of internal revenue law. 





THE SINKING FUND. 


THE SINKING FUND. 


Congress passed three successive laws in regard to the Sink- 
ing Fund prior to the bill introduced roth February by the 
Committee on Ways and Means. To carry out the provisions of 
those three previous statutes, 35 millions of dollars of revenue 
are computed to be necessary. This sum, tne committee’s bill 
proposes to raise by new taxation. The Secretary of the Treasury 
has expressed his earnest desire to carry out the provisions of the 
Sinking Fund law, for two reasons. First, because these provisions 
must be obeyed, so long as they are the law of the land; and 
secondly, because the credit of the Government, and the efforts of 
the Syndicate to float the new. five per cents., will be aided. 


The Sinking Fund arrangements by which the old debt of the 
United States was extinguished, form no part of our present argu- 
ment, though the progress of that fund was extremely interesting. 
Our present sinking fund was created by the Act Feb. 25, 1862, which 
authorized a war debt of $650,000,000, for the security of which 
it provided that the customs duties should be paid in coin. ‘This 
coin was directed to be used for three purposes only: First, to 
pay the interest on the public debt. Secondly, for “the purchase 
or payment of one per centum of the entire debt of the United 
States, within each fiscal year after the first day of July, 1862, 
the bonds to be set apart as a sinking fund, and the interest upon 
them to be in like manner applied to the purchase or payment of 
the public debt as the Secretary shall from time to time direct.” 
Thirdly, the residue of the coin received for customs duties was 
directed “to be paid into the Treasury of the United States.” 


Every one knows that without a surplus revenue a sinking fund 
is impossible. During the war no such surplus existed, hence the 
Sinking Fund law was in abeyance until Congress, by joint resolu- 
tion of 17th March, 1864, gave the Secretary of the Treasury per- 
mission to sell gold from the Treasury, but added a proviso that 
“the obligation should not be impaired to create the sinking fund, 
as provided in the Act of 25th February, 1862.” Of course it was 
absurd to borrow money for the mere purpose of putting it into 
the sinking fund; and as the pressure of the war debt was very 
heavy, the disbursements of the Government required that the 
whole revenue should be paid directly into the Treasury, to be 
used for the ordinary expenses of the Government. On the 12th 
May, 1869, Mr. Boutwell, who was then Secretary of the Treas- 
ury, purchased one million of bonds for the sinking fund at 83.22 
in coin. This was the first transaction under the Sinking Fund 
law. The last of these transactions took place under Mr. 
Richardson, on the 24th September, 1873. The bonds pur- 
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chased during the interval of nearly four years and a-half 
amounted to $ 323,253,800, and cost in gold about $ 307,702,207. 


Since September, 1873, no bonds have been purchased for the 
sinking fund, inasmuch as the Treasury has had barely sufficient rev- 
enue to meet its other disbursements, the surplus last year amount- 
ing to no more than $2,344,882. The third statute to which we 
referred is found in the 6th section of the funding law of 14th 
July, 1870. This law was passed when Mr. Boutwell, after carry- 
ing on his bond purchases during fifteen months, had accumulated 
about 130 millions in the sinking fund. This statute required 
these bonds to be canceled, instead of being allowed to accumu- 
late as before. It provided that a record of the bonds so destroyed 
should be first made in the books of the Treasury Department, 
and that the amount of the bonds of each class that have been 
canceled should be deducted respectively from the amount of each 
class of the outstanding debt of the United States. To provide 
means for this purpose the statute of June, 1870, further enacted 
that “the amount so to be applied is hereby appropriated annually 
for that purpose out of the receipts for duties on imported goods.” 


These three statutes now constitute the law of the United States 
controlling the sinking fund. Their provisions are all contained in 
the digest of the laws of the United States just published. In this 
digest the various sections read as follows: 


SEc. 3693. The faith of the United States is solemnly pledged to the pay- 
ment in‘coin, or its equivalent, of all the obligations of the United States not 
bearing interest, known as United States notes, and of all the interest-bearing 
obligations of the United States, except in cases where the law authorizing 
the issue of any such obligation has expressly provided that the same may be 
paid in lawful money, or other currency than gold and silver. But none of 
the interest-bearing obligations not already due shall be redeemed or paid be- 
fore maturity, unless at such time United States notes are convertible into 
coin at the option of the holder, or unless at such time bonds of the United 
States, bearing a lower rate of interest than the bonds to be redeemed, can 
be sold at par in coin. The faith of the United States is also solemnly 
pledged to make provisions, at the earliest practicable period, for the redemp- 
tion of the United States notes in coin. 


Sec. 3694. The coin paid for duties on imported goods shall be set apart 
as a special fund, and shail be applied as follows: 


First. To the payment in coin of the interest on the bonds and notes of 
the United States. 


Second. To the purchase or payment of one per centum of the entire debt 
of the United States, to be made within each fiscal year, which is to be set 
apart as a sinking fund, and the interest of which shali in like manner be 
applied to the purchase or payment of the public debt, as the Secretary of 
the Treasury shall from time to time direct. 

Third. The residue to be paid into the Treasury. 

SEc. 3695. All bonds applied to the sinking fund, and all other United 
States bonds redeemed or paid by the United States, shall be canceled and 
destroyed. A detailed record of the bonds, so canceled and destroyed, shall 
be first made in the books of the Treasury Department. The amount of the 
bonds of each class that have been canceled and destroyed shall be deducted 
respectively from the amount of each class of the outstanding debt of the 
United States. 
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SEc. 3696. In addition to other amounts that may be applied to the re- 
demption or payment of the public debt, an amount equal to the interest on 
all bonds belonging to the sinking fund shall be applied, as the Secretary of 
pet Treasury shall from time to time direct, to the payment of the public 

ebt. - 


SEC. 3697. The Secretary of the Treasury is authorized, with any coin in 
the Treasury which he may lawfully apply to such purpose, or which may be 
derived from the sale of any of the bonds which he may be authorized to dis- 
pose of for that purpose, to pay at par and cancel any six per centum bonds 
of the United States of the kind known as five-twenty bonds, which have 
become, or shall hereafter become, redeemable by the terms of their issue. 
But the particular bonds, so to be paid and canceled, shall in all cases be 
indicated and specified by class, date, and number, in the order of their num- 
bers and issue, beginning with the first numbered and issued, in a public 
notice to be given by the Secretary of the Treasury, and, in three months 
after the date of such public notice, the interest on the bonds, so selected and 
advertised to be paid, shall cease. 


Src. 3698. The Secretary of the Treasury shall cause to be paid, out of 
any money in the Treasury not otherwise appropriated, any interest falling 
due, or accruing, on any portion of the public debt authorized by law. 


SEC. 3699. The Secretary of the Treasury may anticipate the payment of 
interest on the public debt, by a period not exceeding one year, from time to. 
time, either with or without a rebate of interest upon the coupons, as to him 
may ‘seem expedient; and he is authorized to dispose of any gold in the 
Treasury of the United States not necessary for the payment of interest of 
the public debt. The obligation to create the sinking fund shall not, how- 
ever, be impaired thereby. 


Mr. CHASE AND THE TREASURY.—A letter to Judge Whittaker, of New 
Orleans, from the late Chief Justice Chase, dated at Cincinnati, November 
21, 1864, has recently been published. It contains the following reason for his 
resignation of the Treasury Department, and his confidence in what could be 
done by its head: 


“TI never thought much of position in itself; as an opportunity for useful 
labor, in a good cause only, have I thought it specially desirable. I resigned 
the Secretaryship of the Treasury because I did not think I could hold it 
longer usefully to the country or honorably to myself. I did not resign because 
I saw any difficulty in the financial position which judicious administration and 
legislation could not easily overcome. On the contrary, I would have been 
willing to give bond and security to the amount of all I have, that if supported 
according to my judgment of what was expedient and fit, I would make every 
greenback and National bank note par with gold in a year; or, if thought 
wiser, within six months.” 


SaviIncs BANKS IN FRANCE.—The returns of the Paris Savings Banks for 
the past year show that the class of ‘the community which patronizes that in- 
stitution is slowly recovering from the effects of the war and the Commune. 
The deposits amounted to nearly 14,500,000 francs, while in 1873 they were 
13,500,000, and in 1872 only 12,629,000 francs. In former years they reached 
23,500,000. The repayments were 55,000 francs less in 1874 than in 1873; 
the number of depositors increased from 240,000 to 245,000, and the gross sum 
held by the bank is 37,857,000 francs, being an increase of 1,100,000 francs. 
The Republique Francaise which gives these statistics, advocates the introduc- 
tion of penny and school banks, in order that France may recover its high 
position among the nations, the laboring classes of which are distinguished for 
their thrift. 
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INQUIRIES OF CORRESPONDENTS, 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. SHOULD Post-DATED CHECKS BE PROTESTED FOR NON-ACCEPTANCE? 


OHI10, December, 1874. 


We are in the habit of protesting for non-acceptance all checks dated ahead, 
and claim this to be the correct practice. Please express your opinion. 
‘These post-dated checks are a nondescript, and a nuisance. Parties may as 
well draw time-checks, like drafts; then every one will understand them. 

Ou10, December 31, 1874. 


John Smith, a depositor of this bank, draws his check for $100 on this day, 
but dates it January 15, 1875, making it payable to the order of Richard Roe, 
resident of New York, who endorses it over to his bank. His bank sends it 
to a bank at this place for collection and returns. On January 12th such 
bank presents it at our office and demands acceptance. 


I hold that as the check is not due, I cannot pay it; that I cannot accept 
without certifying it to be good. The depositor’s account is good for the 
amount on the 12th, but may not be on the 15th. To certify it on the 12th, 
I must charge depositor with it, thus diverting funds from uses other than he 
may have intended. Is our neighbor bank justified in protesting check on the 
12th for non-acceptance? 

RepLty.—As both the above come from the same place, it is to be inferred 
that each refers to the same transaction, although a post-dated check, and a 
check payable at a day subsequent to its date, are quite different in the eye 
of the law. The former is simply a check, and to be treated only as such. 
It is payable, absolutely, on the day of its date, or any time thereafter. The 
latter occupies an uncertain status, for the decisions of high legal authorities 
have alternately fixed it as a check and as an inland bill of exchange. In 
view of this uncertainty, and the risk and annoyance involved, we do not 
wonder that one of our correspondents vigorously condemns such checks. 
But if received for collection, it is not his duty to demand acceptance before 
their maturity, and still less is it the duty of the bank upon whom drawn to 
accept them. The latter would be clearly wrong in so doing, for either ac- 
ceptance or payment before maturity, would be entirely at its own risk. 

We give the substance of Morse’s summary of this question, in his ex- 
cellent treatise on the Law relating tpg Banks and Banking, a book which 
should be in the hands of every banker in the land. 

Treating generally of an instrument dated on a certain day, and by some 
form of words made payable at a day certain thereafter, it is probable that 
between the array of opposing authorities the preponderance will be considered 
to lie in favor of the doctrine that such paper is not to be considered as a 
check, but as an inland bill of exchange, and so as entitled to grace. The 
cases which sustain this view are numerous, and some of them have been 
rendered by tribunals entitled to conimand great respect. 


Upon the other side the authorities are few, and derive their weight chiefly 
from the influence which attaches itself to the opinion of one who has had so 
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much to do with the molding of American law as Mr. Justice Story. His 
opinion, delivered in the matter of Brown, is an elaborate disquisition, in 
which many questions concerning the law of checks are treated with much 
learning and clearness. He lays down very positively, in an argument of con- 
siderable length, that an instrument having the general form and characteris- 
tics of a check, save that, being drawn and dated on a certain day, it is made 
payable on a future day named, is payable on and after such day, immediately 
upon presentment, without grace. He well remarks that the parties, by using 
the common form of a bank check, an instrument to which the peculiarity of 
carrying no grace is well known to be inseparably attached, signify that they 
propose to execute and issue a bank check, and not any other species of busi- 
ness paper whatsoever; wherefore they impliedly authorize and direct the bank 
to treat the document as a check—that is, to pay it immediately upon present- 
ment and demand on any day on or after that specially named for payment. 
+ + . . Strong as Judge Story’s argument is, the weight of judicial author- 
ity is clearly very preponderant in the opposite scale. Further, it will be 
observed that the latest decisions tend quite uniformly to the view that all 
such hybrid instruments, which are ordinary checks in all saving the naming 
of a future day for payment, but in that respect are bills of exchange, take 
their legal character from this last important feature, and bear grace accord- 
ingly. The influence of New York decisions upon matters of financial law is, 
‘of course, of immense weight; and these, backed by the troop of lesser 
authorities which have already adopted the same view, will, doubtless, finally 
suffice to settle the law for the country. The advantage of having the ques- 
tion definitely settled would be so great that the community will probably be 
well satisfied with a conclusion in either direction. 


A post-dated, check with us has no peculiar characteristic whatsoever dis- 
tinguishing it from an ordinary check, beyond the mere fact of its bearing a 
date subsequent to the day of its actual writing and delivery. On that date, 
or after it, it is payable immediately, just like any other check. We are now 
speaking of post-dated checks strictly, and not of instruments having the gen- 
eral form of checks, but naming a day certain, or a certain number of days 
after date for their payment. The construction and legal qualities of these 
instruments have been already discussed. But the simple post-dated check 
proper has none of their traits, neither is it subject to any of the questions 
which have been mooted concerning such other nondescript or mongrel docu- 
ments. There is no possible pretense for claiming days of grace upon it. It 
is simply-‘and unquestionably payable on demand so soon as the day of the 
date comes round; but it is the bank’s own risk if it pays before that day. 
Such a payment is irregular, and circumstances may easily supervene under 
which the bank will be held to pay the amount again, or to restore it to the 
credit of the drawer, if it has debited him with it; which, however, it has no 
right to do. For it is unquestionable that in the interval between such wom 
ular payment and the day of the date when the payment could be proper 
made, the amount ought still to be left standing to the credit of the drawer. 
The bank has no right to charge him with the disbursement till the time 
comes when the disbursement could be properly made on his account. His 
check is no order till it has matured. So if, in the interval, he continues to 
draw checks, the bank must continue to honor them upon presentment, so 
long as his account, without decrease by the debit of this item, is sufficient to 
meet them until the day of the date arrives. When that day does arrive the 
bank may, of course, appropriate the sum it has paid out. But if then the 
intervening drafts have so diminished the depositor’s balance that the remain- 
der is not enough to meet the amount of the post-dated check, the deficiency 
must be the loss of the bank, brought upon it by its own gratuitous and 
uncalled-for liberality. Its only source of restitution is from the depositor. 
Even the right to demand reimbursement from him may be taken away by his 
revocation in the interval before the maturity. If after the bank has paid, but 
before the date of the instrument gave it the right to pay, the drawer counter- 
mands his immature order and forbids payment, it is certain that the anticipa- 
tory action of the bank cannot operate to deprive him of this right. 
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II. DoES THE CERTIFICATION OF A CHECK RELEASE THE DRAWER? 


St. Louis, February, 1875. 

Suppose a firm to pay a note in bank with their check upon another bank 
duly certified, and the bank certifying it to fail before the check is presented. 
Is the drawer of such a check liable to the party holding it, or has the holder 
recourse only gipon the bank which certified it ? 

RepLy.—If the bank holding a note should receive for it a check uncerti- 
fied, and afterwards send it to the bank on whom drawn for certification, the 
drawer is, by the act of certification, unquestionably released. But if the party 
owing the note bring, in payment of it, a check already certified, he is in 
effect an indorser after certification, and in our judgment is just as much held 
as if the check were not certified. In the one case, the holder of the note 
has an opportunity to get the money for the check, but takes the certifica- 
tion in its stead. In the other case the holder is entitled to a reasonable 
time to get the money. If, instead of collecting the certified check on the 
same day, the bank deposits it in the Clearing-House in the ordinary way, we 
should say that the drawer (if the payer of the note) is still liable. 


III. THE CERTIFICATION OF ALTERED CHECKS. 


Conn., January, 1875. 

The circular of a New Jersey concern selling stamping machines says: “It 
is now decided that he who gives a check is responsible for the full amount 
said check calls for when paid at bank, provided said check bears no evidence 
of being altered.”” If there is such a decision, it is worth noticing in your 
Magazine. Do you know of it, and have you called attention to it? 

RepLy.—There has been a decision by the U. S. Circuit Court at Philadel- 
phia (see Banker’s Magazine for November, page 392), against the drawer of 
a check which was altered before its payment, but the case was an exceptional 
one. The check was drawn up by the book-keeper of the drawer; a blank 
left before the written amount (one hundred) and the word “Twenty” then 
filled in. It was a case of clear wegligence on the part of the drawer, and 
nothing in the appearance of the check could enable the bank to suspect or 
detect any fraud, especially as the money was drawn by the clerk, who habitu- 
ally obtained such funds in person. 

The stamp seller is evidently trying to make a good deal of hay with a 
very small gleam of sunshine. 


IV. THE RIGHT TO RETAIN A DEBTOR’sS DEPOSIT. 


Pa., February, 1875. 

This bank holds a note of John Smith, maturing some weeks hence. Smith 
says he is unable to pay the note at maturity, and will require an extension. 
He is closing up his business, and has signified his intention of leaving the 
country. He has $175 to his credit on our books. Should a check of Smith’s 
for this amount be presented before the note matures, would we have the legal 
right to refuse it, and to hold the funds as collateral for the payment of the 
note? 

RepLy.—The bank holding funds to credit of John Smith cannot refuse to 
pay his check for the amount by reason of holding his note not yet due. 
The only remedy is by means of an attachment suit, which might tie it up for 
the intervening time. The grounds for the attachment must be determined 


by the laws of the State. 
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The Banker's Code: a Compilation of the Laws of the State of New York 
relating to Incorporated, Associated and Individual Banks, National Banks, 
Savings Banks ; Loan, Trust, Mortgage, Guaranty, Security and Indemnity 
Companies; with an Appendix containing Forms for the Organization of 
Banks and Savings Banks, and an approved Form of Charter of Savings 
Banks. By DANIEL SHAW, Late Superintendent of the Banking Department 
of New York. Albany: Weed, Parsons & Co., 1875. 

Mr. Shaw here attempts to supply a want which has often been the subject 
of comment. His work will be useful not only to bank officers, but to managers 
of savings institutions and to the general public. It is the only book recently 
published in which the precise condition of the laws affecting moneyed cor- 
porations, banks and savings institutions, can be easily ascertained to the latest 
date. In the State of New York those laws have been so often revised and 
amended that it is not unusual for lawyers of experience to spend much valu- 
able time in the task of tracing the numerous amendments in the statutes of 
successive years. The text of the laws of this State relative to banks, savings 
institutions and insurance companies, has been carefully compiled by Mr. Shaw, 
in sixteen chapters, in which the precise words of the statutes are given, with 
the proper references to the Revised Statutes and to the recent enactments by 
which the law has since been modified. We need not show how useful such 


a compilation must be to business men and to persons interested in the man- 
agement of banks and financial corporations. The book ought also to be found 
in the office of every broker and private banker. As an aid to the intelligent 
discussion of the proposed legislation relative to our savings banks in this 
State, the book may also render timely service. 


The Political, Personal and Property Rights of a Citizen of the United States: 
How to Exercise and How to Preserve Them, together with (1), Treatise on 
the Rules of Organization and Procedure in Deliberative Assemblies, and (2) 
a Glossary of Law Terms in Common Use. By THEOPHILUS Parsons, LL. D., 
= of Law in Harvard College. Hartford: S. S. Scranton & Co., 
1874. 

Americans, as has often been said, are more given to the study of the various 
branches of political science than any other nation of modern times. However 
this may be, it is certain that we have a greater number of popular works on 
these topics than have been published of late years in Europe. One of the 
latest and best of these works is now before us. Professor Parsons is well 
known as one of our most successful teachers of commercial jurisprudence. 
This book consists of 744 pages of closely prjnted matter, and is furnished 
with an elaborate index, and glossary of law terms in common use. The pol- 
itical, the personal, and the property rights of our citizens are clearly expounded 
in the body of the work, which thus forms a compendium of municipal and 
commercial law. In the appendix the rules for organization and procedure 
form the subject of a separate treatise. Under each heat a variety of 
Statistical and general information is given, which adds much to the general 
interest of the book, and will make it extremely useful to a large class of 
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persons at home and abroad who wish to become acquainted with our polity. 
Every youth on entering financial or commercial life requires to possess just 
the kind of information which this book supplies. Its language is simple and 
untechnical, and it contains the substance of some of the previous works of 
Professor Parsons with his latest revision. 


—_ for Young Americans. By CHARLES NorDHOFF. Harper & Bros. 
1075. . 
The admirable series of educational works by which the Harpers have obtained 
so much reputation during the last quarter of a century will doubtless command 
for this little book a considerable sale. It contains the Articles of Confederation 
of 1778, the Constitution of the United States with its fifteen amendments, the 
Declaration of Independence of 4th July, 1776, and Washington’s Farewell Ad- 
dress, issued 17th September, 1796. As a preparation for the profitable study of 
these documents, Mr. Nordhoff has written a treatise of forty-three chapters on 
various topics of political and financial interest. This treatise is made up of a 
number of essays, some of which are extremely valuable, while others bear the 
marks of hasty and imperfect investigation. With a little careful modification 
and judicious pruning, this work might easily be made a valuable school-book. 


“ Money and Finance—the Best Currency in the World.”’ By Mr. D. C. CoLLins, 
of Covington, Kentucky. 

We have received a well-written pamphlet with this title, the aim of which is 
to prove the disputed and oft-reiterated theory that “greenbacks ”? redeemable in 
gold and silver would be a far preferable currency to that of the present 
National Banks. And we heartily coincide with the proposition in this plain 
and unvarnished character. The writer advances some points, however, that 
do not command our immediate assent. “The nation is sovereign over money 
(gold and silver), and should also be over its most important substitute,” 
(currency). The only constitutional power that the Government has over gold 
and silver is to coin those metals and declare the value of the coins. Every 
thing else belongs to the people. The Government is agent for the people. 
The fact that, by a certain policy, the Government accumulates and holds in 
perpetual limbo nearly all the gold that comes’ into the country, gives it no 
mastery over it, further than to disburse it according to law. 

The proposition of Mr. Collins would involve the necessity of. converting 
the Sub-Treasury into a bank, with all the machinery of current redemption of 
its issue of Treasury notes. These notes must then, by some means or other, 
be put in circulation again, and the circuit of issue and redemption be kept 
alive. If there is any other way of “going through” on Mr. Collins’s “line” 
we would be glad to know it. He does not “propose,’’ he says, “that the 
nation or its treasury should be converted into a bank—far from it—but simply 
that it should furnish a uniform circulating medium, judiciously adjusted and 
sufficient for the commercial wants of the entire country, provide for its pay- 
ment in money, the same as all of the obligations of the Government are, and 
should be, provided for, and then stop.” 

There are parts of Mr. Collins’s pamphlet relating to the conferring of special 
privileges on bankers, and the advantages of free banking, which are well 
worthy of consideration. With respect to the supply of the precious metals, 
he says with truth that “the only sources are the earth and foreign commerce, 
and in this country the nation can regulate and control both of them.” 
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NATIONAL BANKS OF THE UNITED STATES. 


December, 1874. 


Abstract of reports made to the Comptroller of the Currency, showing the 
condition of the National banks of the UNITED STATES, at the close of busi- 
ness on the 31st of December, 1874, and also on September 12th and Decem- 
ber 26th, 1873. 

1874, 1873. 1873. 
LIABILITIES. December 31, December 26, September 12, 
2,027 banks. 1,976 danks. 1,976 danks. 
Capital stock paid in $ 495,802,481 . $ 490,266,611 . $ 491,072,616 
Surplus fund 130,485,641 - 120,961,267 . 120,314,499 
Undivided profits 51,477,029 -. 58,375,169 - 54,515,131 
National bank notes outstanding. 331,193,159 - 341,320,256 - 339.0 eee 
State bank notes outstanding. ..- 850,775 - 1,130,585 - 8,353 
Dividends unpaid 6,088,845 - 1,269,474 ae 
Individual deposits -. «------ 682,856,249 - 540,510,602 . 622,685,563 
7,492,307 - 7,680,375 7,829,327 
U. S. disbursing officers 395790722 - 4,705,593 - 098,560 
Due to National banks 129,188,671 . 114,996,666 - 133,672,732 
Due to State banks and bankers. “ a 36,598,076 39,298,148 
Notes and bills re-discounted.... 65,652 - 3,811,487 5,987,512 
Bills payable ___S3othco 1900 - 77545137 5,480,554 


Aggregate Liabilities. . $1,902,409,638 $1,729,380,303 $1,830,627,845 


RESOURCES. 


Loans and discounts $950,898,978 - $ 856,816,555 - $944,220,116 
Overdrafts : 

U. S. bonds to secure circulation. 389,384,400 388,330,400 
U. S. bonds to secure deposits. .., ‘ 14,515,200 . 15,000 
U. S. bonds on hand ‘ 8,630,850 - 8,824,850 
Other stocks, bonds, & mortgages - 24,358,125 - 23,709,034 


Redeeming and reserve agents... é 73,032,046 96,134,120 
Due from other National banks... - 40,404,757 41,413,680. 
Due from State banks & bankers. 11,185,253 - 42,022,873 
Real estate, furniture and fixtures ‘ 35,550,740 34,061,823 
Current expenses 5:510,566 - 8,678,170 6,985,430 
Premiums paid 8,626,112 - 7,987,707 - 757525843 
Checks and other cash items 14,005,517 - 12,321,972 11,433,913 
Exchanges for Clearing-House... 112,995,317 - 62,381,342 88,926,003 
Bills of other National banks.... 22,508,030 . 21,403,179 - 16,103,842 
Bills of State banks - CO ee 
Fractional currency.--......----- 2,392,668 2 287,454 5 see es 9775 
Specie on hand... ........-.-- 22,436,761 - 26,907,037 - 19,868,4! 
Legal-tender notes 82,751,791 - 108,719,506 . 92,522 4 
U.S. certif. for legal-tender notes 332523,000 . epminel 20,610,000 
5 per cent. redemption fund 16,935,063 Sexe ae 
Due from U. S. Treasurer other ‘ 

than 5 per cent. Red’n Fund.. 4,108,020 - 


Aggregate Resources .. $1,902,409,638 $1,729,380,303 $1,830,627,845 
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PUBLIC DEBT OF THE UNITED STATES. 


Recapitulation 


DEBT BEARING INTEREST IN COIN. 


Jan. 2, 1875. 
$ 1,157,085,100 


Bonds at six per cent 
550,525,200 


Bonds at five per cent 


$ 1,713,610,300 


of the Official Statements. 


Feb. 1, 1875. 
-- $1,157,085,100 
- 562,025,200 


$ 1,719,110,300 


DEBT BEARING INTEREST IN LAWFUL MONEY. 


$ 678,000 
14,000,000 


Certificates of indebtedness at 4 per cent -. 
Navy pension fund at 3 per cent........- 


$ 14,678,000 
19,122,390 
DEBT BEARING NO INTEREST. 
$ 382,072,317 
41,200,000 


46,390,598 
23,540,000 


Debt on which interest has ceased 


Old demand and legal-tender notes...... 
Certificates of deposit 

Fractional currency. 

Coin certificates 


$ 493,2 03,515 


$ 2,240,614,206 
39:724,477 

Total debt, principal and interest. ....... $ 2,280,338,683 

CASH IN THE TREASURY. 


$ 82,587,449 
13,952,931 


41,200,000 


Total debt 
MRURORE 5ock c5ccccscisecs 


Currency 
Special deposit held for redemption of cer- 
tificates of deposit, as provided by law 


$ 137,740,381 


Debt, less cash in the Treasury, Jan. I, % $ 2,142,598,302 
Debt, less cash  “ Feb. 1, 


$ 3,659,967 
489,939 


Increase in debt during the past month... 
Increase of debt since June 30, 1874..... 


Bonps IssuUED TO THE PACIFIC RAILWAY COMPANIES, 
IN LAWFUL MONEY. 

$ 64,623,512 
705 


24,325, 23 
5,601, 


Principal outstanding. 
Interest accrued and not yet paid - 1,93 


Interest paid by the United States 
Interest repaid by transportation of mails, &c. 


Balance of interest paid by the U.S... $ 18,723,558 


$ 678,000 
14,000,000 


$ 14,678,000 
11,343,260 


-- $ 382,072,147 
45,405,000 
45,037,074 
24,655,300 

-- $497,169,522 


$ 2,242,301,082 
26,908,225 


$ 2,269,209,307 
$ 69,465,084 
10,343,050 
45,405,000 

$ 125,213,135 


ae $ 2,143,996,172 


<4 $ 1,397,870 
Se 907,931 


INTEREST PAYABLE 


$ 64,623,512 
323,117 


26,264,102 
5,602,165 


$ 20,661,936 
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BANKING AND FINANCIAI. ITEMS. 


NoTIcE.—The Second Edition of the BANKER’s ALMANAC AND REGISTER 
for 1875, corrected to March Ist, is now in press. Price, $3. 


THE NATIONAL BANK ACT.—A new edition, containing all Acts of Congress 
relating to National banks up to the present time, will shortly be issued from 
the office of the BANKER’S MAGAZINE. Price, $2. 


NATIONAL BANK CIRCULATION.—The total number of applications received 
by the Comptroller of the Currency for the organization of new National banks 
since the passage of the Act of January 14, 1875, is forty-three, with a capital 
of $4,925,000. Applications from existing organizations for increased capital 
stock, $3,109,200. For circulation on capital already paid up, $2,997,870. The 
total amount of circulation required to supply the banks proposed to be organ- 
ized, and upon proposed increased capital stock, is $10,229,000. The total 
amount of circulation issued since the passage of the Act of January 14 to 
new organizations, and upon increased capital stock, is $1,080,700. Total 
amount of legal-tender notes deposited under section 4 of the Act of January 
20, 1874, $11,852,974. Total amount deposited under the same provision 
since the passage of the Act of January 14, 1875, $3,528,025, of which 
amount legal-tender notes have been deposited by banks located in the fol- 
lowing States: New York, $1,424,000; New Jersey, $180,000; Georgia, 
$ 135,000; Missouri, $ 41,500; Illinois, $ 802,200; Michigan, $1,000; Wiscon- 
sin, $243,000; Iowa, $92,800; Minnesota, $450,000; Kansas, $45,000; Ne- 
braska, $ 40,000. _ 

The amount of circulation issued during the past month have been chiefly 
to banks which were in progress of organization previous to the passage of 
the Act of January 14, 1875, and most of the banks that are organizing de- 
posit bonds for a considerable less amount than the amount of their capital 
stock. The Comptroller will report to the Secretary of the Treasury on the 
first of each month the amount of additional circulation issued, upon which 
legal-tender notes to 80 per cent. of that amount will be redeemed. 


THE REDEMPTION OF FIVE-TWENTY Bonps.—The Secretary of the Treasury 
issued, on February Ist, a call (the fourteenth) for the redemption of $15,- 
000,000 five-twenty bonds of 1862, to be paid on the Ist day of May at the 
United States Treasury, at which date interest will cease. Of this amount 
$12,000,000 are coupon bonds, and $ 3,000,000 registered bonds. The num- 
bers are given below, and are all inclusive. 

Coupon Bonds. Registered Bonds. 
$50, No. 4,862 to No. 8,350 $50, No. 1,821 to No. 2,000 
100, No. 10,501 to No. 23,100 $ 100, No. 14,151 to No. 15,500 
$500, No. 7,001 to No. 11,000 $500, No. 8,071 to No. 8,650 
1,000, No. 20,001 to No. 36,700 1,000, No. 33,351 to No. 35,700 
5,000, No. 10,261 to No. 11,600 
$10,000, No. 13,201 to No. 15,500 

INTEREST ON BANK Deposits.--Mr. P. Lorrilard Ronaldo, a depositor in 
the Mechanics’ National Bank, on having his pass-book balanced, was credited 
with 81 cents. Subsequently it was ascertained that the balance due him was 
really $6,750, which amount was paid him. Seven years had elapsed between 
the deposit of the money and its payment. He brought suit for interest on 
the amount during that period, and the case was brought to trial in the Supe- 
rior Court of New York. A motion was made to dismiss the complaint on 
the groun4 that acceptance of the principal was a bar to the recovery of inter- 
est. This motion was denied. Pending a recess of the court, the.case was 
settled by the payment of $1,800 interest. 
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THE STaMp TAx ON CHECKS.—The banks of Pittsburg have been in the 
habit of issuing checks on themselves or “clearing-house memoranda” to take 
up checks py ong for certification, instead of marking their customers’ checks 
“good.”” As these memoranda are issued in place of checks already stamped, 
it was thought that they did not require to be stamped, and in fact were so 
decided some years since by the Internal Revenue Office. The question was 
within a few days submitted by the Union National Bank to the Commissioner 
for his opinion, and he now rules that memorandum checks must be stamped. 


The Internal Revenue Bureau holds that the new law requires stamps on 
receipts to savings banks, and on all vouchers, etc., except promissory notes. 
If the drawee of a draft or order writes across it “Accepted, payable at the 
First National Bank,” the document must be stamped, unless it already bears 
a stamp. A draft payable one day after date without grace mnst be stamped. 


THE intrusion of revenue officers into bank drawers in search of unstamped 
checks has been in some instances resisted by the bank officials. Among 
these have been the cashier of the Monongahela National Bank of Brownsville 
and the cashier of the bank at Freeport, Pa., who have been proceeded 
against, the one criminally and the other in a civil suit. 


THE UsE oF Sares.—The following hints for the use of safes, and for the 
preservation of their contents from fire, are vouched for by good authority. 
Avoid fancy colored inks, as more liable to be obliterated by heat when the 
safe is under fire. Black inks are better. Lead pencil writing will stand heat 
better than either, even when the paper is burned black. Do not put the 
most valuable account books at the sides of the safe, as the heat coming from 
the outside will affect them first. Crowd the books from the sides to the 
center of the safe for the purpose of making them tight together, this condition 
enabling them to stand the heat much longer. Wood drawers are preferable 
to iron for cash boxes, and for small valuable papers, as wood is a non-con- 
ductor of heat, and iron a good conductor. Never use in a safe a leather 
wallet as a receptacle for valuable papers, as boiling water, heat 212°, will 
crisp and curl it, convert it into a gluey substance, and destroy the papers. 
When a safe has been under fire, send for an expert to open it. 


CALIFORNIA.—The Stockton Savings and Loan Society, of Stockton, is one 
of the savings banks which transacts an active banking and exchange business, 
having a capital of $500,000. Their facilities are indicated in their card at end 
of this number. 


FEMALES AS BANK DIRECTORS.—The first instance on record of the election 
of a lady as a member of a board of bank directors has occurred in Illinois. 
At the recent annual meeting of the stockholders of the First National Bank 
of Peoria, the name of Mrs. Lydia Bradley was placed at the head of the 
newly elected board of directors. Mrs. Bradley is a wealthy widow of that 
city, and one of the chief stockholders in the bank. 


INDIANA.—-The People’s Bank of Messrs. William Probasco, Braun & Co., 
has commenced business at Lawrenceburgh, succeeding the Lawrenceburgh 
Banking Co. Mr. P. Braun is cashier of the new house. 


LovuIsIANA.—The Wew Orleans banks held, on January 30, 1875, $2,000,000, 
or 69 per cent. more currency, and $1,730,000, or 14 per cent. more deposits, 
than on the corresponding date of last year. This accumulation of funds, 
though in part due to political causes, is mainly attributed to the conservative 
tendencies of business and the curtailment of advances. The Picayune says: 


“Did our merchants so desire, they cduld undoubtedly largely increase their 
business in many lines of trade; but they have wisely acted upon the lesson 
of the panic, and concluded to bring their business to a cash basis. Our 
merchants have had to correct a distortion of the commercial system unknown 
in other sections of the country. They have not to remove a few decayed 
branches, but to straighten the trunk of the tree. They have set to work 
manfully, and have already accomplished much. Reformations are never 
effected without disaster, and much suffering has undoubtedly resulted, but in 
the end all will be benefited by the change. If less business is being done 
now, it is on a safer basis, and is about as profitable.’ 
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CHARLES SPRAGUE, the venerable poet, whose death is announced in this 
number, was born in Boston, October 26, 1791, very near his late residence. 
His father, Samuel Sprague, was one of the famous Boston Tea Party. He 
was one of a large family, and after receiving a common-school education he 
entered a grocery store. When a lad he was deprived by an accident of the 
use of his. left eye. Mr. Sprague engaged early in life in business with the late 
William B. Callender, but finding the enterprise unprofitable, he accepted a 
position in the State Bank, the duties of which left him ample time for the 
gratification of that love of reading which he cultivated so closely through his 
long life. He was connected with this bank from 1820 to 1825, and was so 
well known as a careful financier, that when the Globe Bank was started in 
1825 he was chosen cashier, and held the position, discharging all the duties 
with rare fidelity, for a period of forty years, withdrawing in 1865. 


MICHIGAN.—Mr. C. T. Allen continues to be the cashier of the Union City 
National Bank, the name of Mr. E. H. Lathrop having appeared by mistake 
in the BANKER’s ALMANAC AND REGISTER for 1875. The latter gentleman 
died in September last. 


MIcHIGAN CopPER PRODUCTION IN 1874-—The reported amount of copper 
mines in the Lake Superior district in 1874 is as follows: 
Tons. 
Portage Lake District 
Keweenaw District 
Onontagon District 


WOM. PROONEE «onc coseicsiscccdds.cccuiedacasecasadcaman as ee 
The value of which is about $9,000,000. 


MissourI—The People’s Savings Institution of St. Louis made an assign- 
ment on February 2d, having been forced to suspend by the absconding of its 
cashier, Edward Wuerpel. A partial report made by a committee of investiga- 
tion shows an indebtedness to depositors of $739,000. The value of the assets 
is not yet ascertained. 


NEw JerRseY.—The Receiver of the Union Bank of Jersey City began, on 
February 2oth, the payment of a dividend of 50 per cent. to its depositors. 
The stockholders are reported to have determined upon the organization of a 
National Bank as soon as the affairs of the Union Bank shall be settled. 


New York.—The banking firm of Kidd & Chapin, Rochester, has been 
merged into a new bank called the Bank of Rochester, which commenced 
business February Ist. It is organized under a State charter with a paid capi- 
tal of $100,000; the officers being Charles H. Chapin, President; J. Moreau 
Smith, Vice-President, and George M. Sweet, Cashier. 

THE ACCEPTANCE OF RAISED Drarts.—In the General Term of the Court 
of Common Pleas, New York, Judge Larremore holds the acceptor of a raised 
draft responsible for its face under certain circumstances. The plaintiffs’ cor- 
respondent, Wright’s Exchange Bank of Buffalo, drew a sight draft on them 
for $27, which was raised to $2,750. It came to H. M. Horton, of Baltimore, 
who sent it to Baldwin & Co., of this city, who deposited it for collection in 
the Continental National Bank. It was presented to the plaintiffs, August 16, 
1869, who accepted it and paid it through the Leather Manufacturers’ Bank. 
In nn White & Co. sent their monthly account to their correspondent, 
who discovered the fraud in draft, October 5, when they informed the plaintiffs. 
Meanwhile the defendant had credited Baldwin & Co., who had remitted the 
money to their correspondent, Horton, and the money could not be reclaimed. 
The plaintiffs sued the Continental National Bank to recover the amount over- 
paid to and by it. 

Judge Larremore holds that this case is distinguished from the cases in 
which the certification of bank checks was involved, and applies this rule: 
‘¢ Where one, by his act or omission, induces another to part with his property 
beyond the power of reclamation, he is estopped from showing, as between 
such an one and himself, that such action on his part was the result of igno- 
rance or of fraud practiced upon him. Of the two innocent parties he is the one 
who must bear the loss.”” He therefore affirms the judgment in favor of defendant. 
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STATE RESUMPTION OF SPECIE PAYMENTS.—A bill for the resumption of 
specie payments in the year 1879 was passed in the New York State Senate- 
on February 18th by a vote of 19 to 6. It is as follows: 

SECTION 1. All taxes levied and confirmed in this State on and after Janu- 
ary I, 1879, shall be collected in gold, United States gold certificates, or 
National bank notes, which are redeemable in gold on demand. “ 

Sec. 2. Every contract or obligation made or implied, and payable within 
this State, and made or implied after January 1, 1879, and ayable in dollars, 
but not in a specified kind of dollars, shall be payable in United States coin 
of the standard of weight and fineness established by the laws of the United 
States at the time the contract or obligation shall have been made or implied. 


A NEw Banxk.—A circular signed by bankers from various parts of the 
country, which is said to be going the rounds, proposes the formation of a 
bank in New York with a million dollars capital. Eleven directors are to be 
chosen from among the bankers subscribing, the design being that the loan- 
able resources of the bank shall be employed in discounts for its stockholders.. 


NorTH CAROLINA.—The North Carolina Senate has passed an usury bill 
providing for a forfeiture of the whole amount where an excess of 8 per cent. 
interest is charged for loans. Eleven members of the Senate have entered a 
protest against this bill on the ground that as it applies the forfeiture of interest 
and principal, with fine and imprisonment, to State banks and bankers, as well 
as to individuals, while National banks are exempt by the law of their crea- 
tion, a prejudicial discrimination is thus made against State institutions. 

On10.—The death of two well-known bankers of Cincinnati has occurred in 
February—Mr. Andrew G. Burt and Mr. Jacob Netter. Mr. Burt was, with 
one exception, the oldest banker of that city, having begun business there in 
1837. His character for uprightness and sagacity was recognized by all who 
knew him. Mr. Netter was a member of the well-known firm of Seasongood, 
Netter & Co. He had been identified with the banking business since 1867, 
and had accumulated a handsome competency. 

PERSONAL LIABILITY OF BANK STOCKHOLDERS.—Since the failure of the 
Savings and Citizens’ banks in our city in the fall of 1873, it has been a 
mooted question as to the liability of stockholders, who had sold and trans- 
ferred their stock during the solvency of these banks. Judge Lowrie decided 
in a test case tried this week that stockholders, who were not publicly known 
as such, and had not participated in the —— of the business, were 
only dormant partners, and could not be held for the debts of the bank con- 
tracted subsequently to the withdrawal of such partners, although no notice of the 
same had been given. And he charged the jury very clearly to this effect. A ver- 
dict was rendered in accordance with the above law.— 7itusville (Pa.) Herald. 


PHILADELPHIA—Mr. E. M. Lewis, the trustee of Jay Cooke & Co.,, 
announces that he is obliged to suspend distribution in kind to the creditors 
until the question of the risk of the trustee in the matter can be determined. 
Certain parties have begun suit against the trustee, alleging that they are cred- 
itors of the Northern Pacific, that that company has a large claim against the 
estate, and that the trustee will be held personally responsible if he proceeds 
with the distribution. The payment of the cash dividend of five per cent., 
begun January 21st, will proceed. 

THE ESTABLISHMENT OF A NEW MINT was recommended by the President 
in the Financial Message he sent to Congress at the time of his approval ot 
the recently passed Finance bill. There seems to be strong unanimity of opin- 
ion in the Western country in favor of the establishment of this mint, but 
great contrariety of claims as to the one best place for its location. Before 
the Finance Committee: of the Senate claims for it were recently presented by 
persons representing Chicago, St. Louis, Indianapolis, Omaha and Cincinnati. 
Until these numerous, active, enterprising and flourishing cities come to some 
understanding among themselves, Congress will do the wisest thing by holding 
the matter in abeyance; particularly as the Government was recently so over- 
supplied with minting establishments that it felt constrained to dispose of 
some of them at considerable loss; and more particularly as the existing mints: 
appear to be quite equal to the demands upon them.—Piiladelphia Ledger. 
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A BANK NOT LIABLE FOR STOLEN Deposits.—An important decision has 
recently been rendered by the Supreme Court of Vermont. A suit was 
brought by certain bondholders against the First National Bank of Brattleboro 
for the recovery of bonds deposited in that bank for safe keeping, which were 
stolen some four years ago, The Court held that the stockholders could not 
be held responsible for the loss. 

VIRGINIA.—The two National banks at Staunton, the First National and 
the National Valley Bank, have been consolidated into one institution, under 
the name of the latter, and occupying its building. The new bank com- 
menced business on January 26th, under the management of General John 
Echols, as President, and Mr. M. Harvey Effinger as Cashier. 

Richmond.—At a meeting of the creditors of Messrs. Isaacs, Taylor & 
Williams, held February 2d, the result of a thorough investigation of their 
books and of the management of their assets since their suspension in 
September, 1873, was made known, and resolutions expressive of confidence 
and sympathy were unanimously adopted. 

WEsT ViRGINIA.—The First National Bank of Wheeling, is, as heretofore, 
under the efficient management of John K. Botsford, President, George 
Adams, Vice-President, and M. A. Chandler, Cashier, and offers its services 
for the prompt transaction of the business of correspondents. Their card 
will be found in its appropriate place in this number. 






















CANADA.—We regret to announce the death of Mr. William Molson, Presi- 
dent of Molson’s Bank, Montreal, which occurred on the 18th February. Mr. 
Molson had attained the age of 81 years. He had been unwell for some time, 
but until within two days no-immediate danger was apprehended. 

NEw BRANCH BANK.—The Canadian Bank of Commerce having opened a 
branch at Chicago, Mr. E. W. Syer, for the past four years manager at Lon- 
don, Ontario, has been transferred to the new field. 
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(Monthly List; continued from February No., page 647.) 






(> Additions for this list are solicited from the subscribers to this work. 















Place and State. Name of Bank. N. Y. Correspondent. 
Eureka, CAL........ Humboldt County Bank .... National Bank Commerce. 4 
Aledo, Itu..-.... Fars. Bk. (A. M. Byers & Co.) Ninth National Bank. , 
Brimfield, “  ....... C. T. Heald & Co...../ *... National Park Bank. q 
Hagerstown, IND..-.. Citizens’ Bank............. Winslow, Lanier & Co. j 
Muncie, © ccc CEO BRB. oo ccdksciccac Third National Bank. ‘4 

West Branch, Iowa .. West Branch Bank ......... Metropolitan National Bank. 

Seneca, KAN.... .... State Bank of Kansas...... Donnell, Lawson & Co. 
Marine City, MIcH... Marine Bank.............. Loaner’s Bank. ; 
Rochester, N. Y. .... Bank of Rochester. ........ Fourth National Bank. ; 
Waynesville, OHIO... Waynesville National Bank.. None. 5 
Philadelphia, Pa. .... Charles D. Barney & Co.... First National Bank. 
“ Omnis John Fareira.............- None. g 
Brookville, “ -.... ee PRED ae ctiann ces Continental National Bank. 3 
McKeesport, “ ..:.. First National Bank..-..-. = ---- +--+ eee * 
Montrose, OF eeceiada First National Bank....... «= ceccccceccce B 
* Ridgway, O ecu Elk County Bank.......... National Bank Commerce. 2 
McMinnville, Tenn .. Nat. Bank of McMinnville.. = ..s-2+--- + f 
ip 
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CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List; continued from February No., page 649.) 
FEBRUARY, 1875. 


> Banks are requested to furnish prompt notice of any future changes. 


Name of Bank. Elected, In place of 
Bank of Mobile, Mobile, ALA... Rich’d F. Manly, Cash. Jared S. Green. 
Selma Savings Bank, Selma, “ ... N. H.R. Dawson, Pres. H. A. Stollenwerk. 
“ “ 6 Wm. White, Cash E. T. Fowlkes. 
Ansonia Nat. Bank, Ansonia, ConN. Thos. Wallace, Jr.,Pres. J. M. Colburn. 
Farmers’ Bank, Georgetown, DEL.. James Ponder, Pres. .. G. H. Wright. 
« « G. H. Wright, Cash. .. James Anderson. 
Merch. & Pl. N. Bank, Augusta, Ga. J. T. Newbery, Caos Joseph S. Bean. 
Monmouth N. B., Monmouth, ILL.. David Rankin, Pres. .. George F. Harding. 
“« —W. B. Young, Cash. .. A. W. Harding. 
City National Bank, Goshen, IND .. J. H. Defrees, Pres. .. H. H. Hitchcock. 
Evansville Nat. B., Evansville, - Henry Reis, Cash. .-.. 
First Nat. Bank, Atlantic, Iowa... W. Warwick, Pres. - 
Kossuth Co. Bank, Algona, “ .. Wm. H. Ingham, Pres. E. C. Buffum. 
Nat. State Bank, Des Moines, “ ~— Callanan, Pres. . B. F. Allen. 
First National Bank, Paola, Kan.... F. M. Shaw, Pres. .... J. E. Thayer. 
“ “€ A. Leighton, Cash. . F. M. Shaw. 
2 Parsons, “ R. S. Stevens, Pres. ... A. D. Jaynes. 
Bunker Hill N. Bank, Boston, Mass. Ch. R. Lawrence, Cash. James Adams, Jr. 
Manufac. N. B., Three Rivers, MicH. W. E. Wheeler, Cash. E. H. Lathrop.* 
First Nat. Bank, Greenville, « Emery Trufaut, Pres... Nelson Holmes. 
Mercantile Bank, St. Louis, Mo Geo. E. Leighton, Pres. Wm. H. Maurice. 
First Nat. B., Jefferson City, “ A. M. Davison, Pres. . |. S. Fleming. 
Citizens’ Bank, Memphis, “ N. V. Leslie, Cash. ... L. J. Vandiver. 
Bank of Havana, Havana, N. Y Elbert P.. Cook, Cash... .<2<552000 
Malta National Bank, Malta, OH10... H. D. Miller, Cash. ... D. H. estoy. 
First National Bank, Berea, “ ... AlsonU. Pomeroy, Cash. H. C. Johnson. 
Carlisle Dep. Bank, Carlisle, PENN.. John Hays, Pres. R. M. Henderson. 
Honesdale Nat. B., Honesdale, “ E. F. Torrey, Cash, p. 2 
First National Bank, Muncy, _ M. Bowman, Pres. Henry Johnson. 
- « e La Green, Cash. .-- John M. Bowman. 


First Nat. Bank, New Castle, Samuel Foltz, Pres. ... I. N. Phillips. 
” * D. Osborne, Cash. .... Edwin I. Agnew. 
« Northumberland,“ F. Burkenbine, Cash... J. H. Jenkins. 
People’s N. Bank, Pittsburgh, “ Barclay Preston, Pres. Samuel Rea. 
Commercial N., B., Providence, R. I. Henry G. Arnold, Cash, Joshua Wilbour. 
First Nat. Bank, Pawtucket, « Olney Arnold, Pres... ae Park.* 
“ it 


“Wm. H. Park, Cash. . ney Arnold. 
Central Nat. Bank, Columbia, S. C... John S. Preston, Pres.. John B. Palmer. 
Fourth Nat. Bank, Nashville, -TENN.. Thomas Plater, Cash... J. Porterfield.* 
National Valley Bank, Staunton, Va. M. H. Effinger, Cash. . W.-C. Eskridge. 
People’s N. B., Martinsburg, W. Va. E. S. Troxell, Pres. ... Samuel Busey. 


German Bank, Sheboygan, WIs. ---- James H. Mead, Pres. Geo. C. Cole. 
Fr. Karste, Cash Jas. H. Mead. 
* Deceased. 
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DISSOLVED, DISCONTINUED, OR CHANGED. 
(Monthly List, continued from February No., page 649.) 





ALABAMA.—J. C. L. Martin & Son, Zufaula (discontinue banking business). 
ARKANSAS.—John S. Hornor, /e/ena, (now John S. Hornor & Son). 
DELAWARE.—Merrick, Johnson & Co., Wilmington (now Craige, Johnson & Co. ) 
Georcia.—C. A. Davis & Son, Greensboro, (retiring). 


INDIANA. — Lawrenceburgh Banking Co., Lawrenceburgh, (succeeded by 
People’s Bank). 


Iowa.—Fremont County Bank of L. Bentley & Co., Riverton, (now owned 
by G. B. Murray & Co.); B. F. Allen’s Bank, Des Moines, (suspended) ; 
Cerro Cordo County Bank of W. H. Lytle, Mason City, (now owned by Mon- 
tague & Smith). 

MASSACHUSETTS.—Hill, Scott & Co., Boston, (now Hill, Head & Co.) 


New York.—George Washington Bank, Corning (closed); C. G. Harger 
& Son, Watertown, (suspended). 


OHIO.—Wool-Growers’ Bank, Newark, (discontinued). 


PENNSYLVANIA.—Commercial Banking Co., A/cKeesport, (succeeded by First 
National Bank). 


TExas.—S. P. Young & Co., Marlin, (succeeded by George E. Lane, Jr.) 


VIRGINIA.—First National Bank and National Valley Bank, Staunton, (con- 
solidated as National Valley Bank). 






















THE PREMIUM ON GOLD AT NEW YORK, 
JANUARY—FEBRUARY, 1875. 












1874. Lowest, Highest. 1875. Lowest. Highest. 1875. Lowest. Highest. 
January .. 10% - 12% ..Jan.25.. 12% . 123 -..Feb.8.. 14% . 14% 
February. 1134 . 13 ws 26... 12% . 12% .. 9-. 14% - 14% 
March ... 11% . 135% .-.- 29... 14%. %3 S 10.. 14% . 14% 
April .... 114% . 14% ..- 28 ...4248. 43% =. ll... 14% - 14% 

ay ...26 ELA . 13% -- 29... 93 = 5956 <. I2.. 14% - 14% 
fay” rr 10% - 124% .. 30... 12% . 134 .. 13-- 14% - 14% 
MY....c. Q « 10% - 
August... 9% . ro --Feb. 3... 13% . 1336 «- 15-- 14% . 14% 
September 93% - 104% .. 2... 13% - 14% «- 16.. 14% - 15% 
October .. 93% - 103% .-. 3-- 144% 54 -- I7-- 14% - 15% 
NOV. .... 10  « 12% .<- 4-- 144%. 14% .- 138.. 14% - 15% 
Dec.....-. 11% . 12% Ss. 1376 ~ 1455. -. 19 .. 14% - 14% 

‘ 6... « Fae =. 20.. 14% - 14% 












OFFICIAL BULLETIN OF NEW NATIONAL BANKS, 
Authorized January 21 to February 16, 1875. 















No. Name and Place. President and Cashier. Capital. ——— 
Authorized. Paid. 
2220 Waynesville National Bank, Seth S. Haines....-. $50,000 . $41,882 
Waynesville, OHIO. Joel Evans. . 
2221 Nat. Bank of McMinnville, -... .-..---- ------- 50,000 - 45,509 
McMinnville, TENN. Ph. H. Marbury. 
2222 First National Bank, William Whigham... 50,000 . 36,000 
e McKeesport, PENN. Thomas Penney 
2223 First National Bank, William J. Turrell... 100,000 - 50,000 






Montrose, PENN. N. L. Lenheim 
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NOTES ON THE MONEY MARKET. 


NEw YorRK, FEBRUARY 20, 1875. 


Exchange on London, at sixty days’ sight, 4°83 a 4°83% in gold. 


The money market continues easy at2 to 3 percent. for call loans, andat 4 to 
6 per cent. for commercial paper. There is an abundance of loanable funds, 
and the demand for call loans for Stock Exchange purposes is restricted. One 
cause of this is the falling off in the business of the Stock Exchange, which is 
due to various circumstances. Prominent among them is the advance in the rates 

brokerage, which checks the speculative business of the stock market, 
though it has little the effect upon the volume of legitimate transactions for in- 
vestment. The quietude of the money market has not been at all disturbed by 
the fluctuations in the Bank of England rate, or by the discussions on the cur- 
rency in Congress. It is several years since the monetary situation has continued 
so tranquil during the fall and winter seasons. This stability is very noteworthy, 
and has been accounted for in various ways. Of the numerous causes which 
have combined to preserve financial tranquillity in presence of perturbing influ- 
ences, which at another time would have been formidable, we may mention the 
smallness of the demand for general business. Our merchants are precluded from 
making engagements ahead, in consequence of the fiscal changes and monetary 
schemes which have been so actively pressed forward at Washington. By these 
and other retarding forces, the recuperation of industrial activity has been pre- 
vented. The volume of business having thus been very much diminished, the 
amount of capital required to do that business has also been responsively con- 
tracted. 

The statement to-day of the New York Clearing-House banks, shows an in- 
crease in loans of $1,738,900, and a decrease in all the other averages. The de- 
posits have declined $2,608,500; the legal tenders $2,254,600; the specie $3,240,- 
100, and the circulation $928,500. The change last mentioned is due to the 
fact that some of the New York banks are giving up their circulation. A single 
bank has surrendered a million recently, and by depositing greenbacks in Wash- 
ington, has got its bonds from the Department, and has probably sold them at 
the high prices now ruling. The legal-tender reserve of the banks has fallen 
$ 4,842,575. The deposits may have been somewhat reduced by the fact that last 
week the banks of this city that pay interest put down their rate on deposits 
to 3 per cent. The course of the bank averages during the month is shown in 
the subjoined table : 


Legal 
1875. Loans. Specie. Tenders. Circulation. Deposits. Exchanges. 
284,328,500 .. 20,985,200 .. 56,830,600 .. 24,153,500 .. 237,146,800 .. 499,493,417 
286,452,800 .. 17,180,600 .. 57,861,600 .. 23,801,800 .. 236,191,200 .. 436,580,082 
291,197,700 .. 15,162,400 .. 57,275,400 .. 23,042,200 .. 238,123,200 .. 539,951,440 
293,111,200 .. 15,894,300 .. 56,647,400 .. 23,532,900 -. 238,832,300 .. 430,469,12Ts 
294,850,100 .. 12,654,200 .. 54,392,800 .. 22,534,400 .. 236,223,800 .. 437,489,084 
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The reports of the Philadelphia banks compare as follows : 

1875. Loans. Specie. Legal Tenders. Circulation. Deposits. 
Jan. 25. 59,515,706 .... 529,297 .... 17,116,864 .... 11,401,469 .... 49,448,502 
Feb 1. 59,303,018 .... 488,859 .... 17,132,815 .... 11,383,343 ++ 49.316,483 

* '@, 99,400,613 .... 377,051 .... 17,144,185 .... 11,395,217. ««-- 48,600,478 
15. 59,106,840 .... 302,029 .... 16,884,633 .... 22,307.719 «.... 48,132,220 


The Boston bank averages are subjoined : 


1875. Loans, Specie. Legal Tenders. Circulation. Deposits. 
Jan. 25. 130,5394.800 .... 2,346,10@ .... 9,256,900 .... 24,433,900 a3 76,923,600 
Feb. 1. 130,405,700 .... 2,099,700 .... 9.372,200 .... 24,311,300 Reve 791316, 500 

“8. 131,358,500 .... 2,076 600 .... 9,547,200 ..06 24,293,000 sen 79,192,100 

** “15+ 132,570,200 .... 1,759,800 .... 9.419,900 .... 24,210,300 meee 79,281,200 

As to the large decrease in specie of $3,240,100 last week in the New York banks, 
it is accounted for by the heavy customs payments, and, perhaps, by the movements 
of the clique who are reported to have locked up gold. These operations seem to 
have culminated. To-day the dealings in gold were less important than for some 
days past, and the price, after opening at 11434, sold down to 114%. The tone of 
the market inclined to lower figures, on a report that the recent clique was dissolved 
and had suddenly collapsed while forcing a squeeze in cash gold. 

The specie imports last week were $511,839.56, since Jan. 1, $12,165,171, as against 
$ 4,897,104 same time last year, and $ 9,697,186 in 1873. The exports of domestic 
produce—currency valuation—for the week ending Tuesday last, were $3,952,584, 
and since Jan. 1, $30,758,435. The import entries of dry goods—gold valuation— 
at this port during the week were $ 3,658,653; and of general merchandise $ 4,316,- 
044, making a total of $7,974,697; and since Jan. 1, $ 46,341,257, as against $52,- 
070,609 in 1874, and $63,671,992 in 1873. The total amount of cotton received 
during the week, coastwise and by rail, footed up 99,664 bales, and the number 
exported was 94.941. The entire receipts since Sept. 1—the commencement of 
the cotton year—amounted to 2,803,036 bales, a decrease of 105,399 bales, as 
compared with the corresponding period of last year. 

Another point of interest in the gold market has been the excitement in mining 
stocks, which has spread ruin and distress throughout the Pacific States. Tempt- 
ed by the stories of sudden fortunes acquired by investments in the bonanza 
mines, thousands of persons mortgaged their houses and farms, or otherwise 
sacrificed their property, in order to buy shares at speculative prices. The oscillations 
of the shares were extraordinary. In October, 1874, Ophir ranged in price in the 

- San Francisco market at from $43 to $64. Through the adroit management of 
the speculators, by Jan. 13, Ophir ran up to $230, and we find them quoted as 
high as $300. In two months and a half the nominal value of the mine in- 
creased, according to the quotations of the San Francisco Brokers, from $5,- 
040,000 to $23,184,000, a gain of over $17,000,000. On Feb. 5, Ophir was 
once more selling at $6r per share. A band of unprincipled speculators, as 
it now appears, had obtained control of the Ophir mine by the purchase of 20,- 
ooo shares at $80 per share. They also had to buy in the open market more 
shares to make their total investment in this single mine about $ 3,000,000. 
This was the first step in the manipulation. The second step was to report ex- 
traordinary developments in this and other mines, so as to force up the price of 
the stock, and when it reached $250, the third stage commenced. The clique en- 
deavored to make all the profits they could; they began unloading, and they con- 
tinued to sell steadily until the bubble burst. 

Government securities have been unsettled by the severe fluctuations in gold and 
foreign exchange. The relative value of bonds has been depressed here below the 
London price, so that some considerable amounts have been imported from abroad. 
To-day four millions of called bonds went into the Treasury for redemption in coin. 
State bonds are dull, but railroad bonds show a little more activity. 


| 
| 
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In regard to the Pacific Railroads, we announced some months ago, that a new 
proposition might be expected for the liquidation of their debt to the Government. 
The Union Pacific road owes the Treasury 27 millions, the annual interest on which is 
$1,620,000. The Company proposes to pay $500,000 a year for ten years, then 
$750,000 a year for ten years, and then $1,000,000 a year until the accumulated 
payments with compound interest equal the existing debt with simple interest; the 
Government, meanwhile, to retain all of the transportation and other charges against 
it until such annual payments are made. The Central Pacific, whose debt is rather 
larger, proposes to pay $400,000 per year in semi-annual payments, and continue 
the same until the whole debt to the Government, with interest ,thereon, is paid. 
The annual sum proposed is somewhat less than that of the Union , Pacific, for the 
reason that the latter has a much larger share of the Government transportation. 
The amounts repaid by the Pacific Railroads by transportation of mails, troops, 
&c., from the beginning up to Jan. 1, 1875, have been $ 3,060,155 for the Union Pa- 
cific, and $1,164,814 for the Central Pacific. These propositions require the assent 
of Congress, which at this late period of the session can scarcely be expected. 
Still the agitation has caused an active movement in the Union Pacific stock. Pa- 
cific Mail has been depressed by the vote of the House against continuing the 
subsidy. The most activity has been in Union Pacific, Lake Shore, Pacific 
Mail and Western Union. The last named stock declined ‘to 70% on the bill of 
General Butler to regulate the_rates of Telegraph Companies. : 


The stock market closes with an improved tone, as is shown in the subjoined 
comparative quotations: F 

QUOTATIONS: Jan. 30. Feb, 2. Feb, 8. Feb. 15. Feb. 20. 

114% es 114% i 114% a 11454 

U. S. 5-20s, 1867 Coup. Si 119% ae 119% be 119% Pe 119% 
U. S. new Fives Coup. ioan én 115% ae 115% és 114% as 114% 
West. Union Tel. Co.. 73% ae 75 i 721% se 712% es 72% 
N. Y. C. & Hudson R. 102 ; 102% + 1074 +. 101% ‘ 101% 
Lake Shore........... 74% se 74% oe 73 wa 72% a 73% 
Chicago & Rock Island 103% wt 104% we 193% ae 103% es 104% 
New Jersey Central... 108 + 107% oe 108 ae 107% a 108 


Erie 28% we 28% oe 27% a 28 os 27% 
Bills on London....... 4-86 @ 4.8614 .. 4.864 4.86% ..4.85 a 4.85% ..4.83%4 a 4.84 ..4.83 4 4.83% 
Treasury balances, cur. .. $47,762,660 .. $47,797,119 .. $49,095,682 .. $49,620,197 
Do. do. gold ++ 47,100,782 .. 45,593,571 -- 45,545,984 .. 46,182,400 
American securities in Europe are better and our railroad men are more | 
hopeful, but no important loans have been negotiated during the month.- 
Perhaps the most important of the new loans negotiated here are two. First, that 
of the city of Cinninnati for 3 millions of seven-thirties, which averaged about 102, 
the bids ranging from 101% to tog. The other loan referred to is that of 
the State of Massachusetts. It consists of $1,500,000 five per cent. gold bonds, 
and among the bidders for the entire issue were several banking houses of this 
city. The high credit which Massachusetts has always sustained gives such a 
Joan an easy sale in Europe and here. The bonds are payable in London, and 
are said to have been awarded at a price equivalent to about 10g in currency... As 
the prospects of foreign loans are much discussed, we call attention to a decision 
recently made in the Court of Chancery at London, respecting a railway loan, 
which has attracted a good deal of notice. President Grant, it will be remem- 
bered, proposed in his message, a year or two ago, to send an exploring expedi- 
tion up the river Amazon, with a view to the future extension of American 
commerce. Very few persons are aware of the immense field which offers in 
that region for the enlargement of our trade. To develop this trade, a railroad 
has been projected by an American engineer, Col. George Earl Church, an officer 
well known and highly distinguished in our army during the civil war. For the 
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construction of the road, he obtained concessions from Brazil and Bolivia, and ne- 
gotiated a loan in England. The litigation about this loan arose from the fact that 
some of the bondholders contended that the railways would cost more than the first 
estimates, and that their money should be returned to them. The Court of Chan- 
cery has just denied the prayer of the bondholders, and decides that the railroad be 
constructed as far as the money will go. The road is designated the Madeira and 
Mamore Railway, and as it lies in Brazil, the Brazilian Government is expected to 
aid in its completion. In a few months, if this expectation is realized, a vast tract 
of fertile country, abounding in natural wealth, and rich in tropical products, will 
be thus opened for the first time to American commerce. 

Among the dealers in American and other securities, an interesting discussion is 
going on in London about a proposal put forward by a member of the Stock 
Exchange with a view to obviate the risks and inconveniences which dealers and 
holders experience by the present system of transferring foreign bonds from one 
person to another. Besides the serious loss of time in counting the bonds, which 
are often for small sums, there is risk of loss in passing the bundles from office to 
office, inconvenience through their bulk, as well as danger of coupons getting 
detached and lost. These and such evils Mr. Ingall proposes to remedy by es- 
tablishing, under Government supervision, or as a branch of the business of the 
Bank of England, what promises to be an efficient clearing-house for bonds. In- 
stead of bonds passing from hand to hand, as now, receipts or certificates would 
be given on stamped paper, to be crossed or not at the holders’ option, while 
the bonds would be deposited to lie secure in the coffers of the office. It would 
be, in short, a sort of Hamburg Bank, only that the property lying in its vaults 
and transferred from hand to hand by ticket and ledger entries would be bonds 
instead of bullion. So far as the Government is concerned, it does not seem 
that the proposal is feasible, except as a source of revenue; but there does not 
seem any reason why the Bank of England, or some equally unimpeachable in- 
stitution, should not do such work, and relieve dealers and the public from much 
worry and trouble. The labor would still be very heavy, but it would be con- 
centrated in one place, and the risks would be fewer, while much time might be 
saved, as, after a time, people would buy and sell the certificates as they stood, 
singly, or in bundles. F 

As to the effect of recent legislation on our credit abroad, Messrs. M‘Culloch 
& Co., in arecent circular, reflect the opinions current in London. They say that 
the extraordinary discoveries in the Nevada mines will supply all the silver bullion 
necessary to carry out the programme of the Senate Finance measure, by which 
coin is to be substituted for the fractional currency. The amount of the notes 
outstanding which will have to be changed is set at £9,000,000 sterling; but the 
yield of the metal on the Pacific Slope is likely for years to come to exceed all pre- 
cedent. The effect may be important on the future value of silver coin and bull- 
ion, but not on the paper currency; inasmuch as there is little disposition in the 
National Banks to avail themselves of the new issues of bank notes now authorized, 
the conditions being deemed onerous, leaving little profit on the circulation. Since 
the new arrangements for the redemption of bank notes went into operation 
their volume has been reduced by withdrawals and redemptions over $ 15,000,000, 


The Foreign Imports at New York for January compare as follows: 
1873. 1874. 1875. 
Entered for consumption........ $17,270,231 $ 13,846,907 $ 11,530,339 
Entered for warehousing 10,956,219 7,612,441 5,716,038 
9,463,302 8,752,317 71438, 59% 
113,939 146,282 


Total entered at port $ 37,803,691 $ 30,310,679 $ 24,831,250 
Withdrawn from warehouse 9,567,918 .seveeee 22,188,750 .ccocese 7,778,440 
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The Foreign Imports at New York for Seven Months ending January 31 are sub- 
joined : 
1873. 1874. 1875. 
$ 105,475,005 $ 89,103,251 $ 94,773,570 
75,792,258 58,529,387 4514371388 
49;931,909 44,282,975 55,687,830 
41930, 569 : 15,912,920 41043, 203 


Total entered at port $ 237,129,741 $ 207,828,533 $ 199,941,986 
Withdrawn from warehouse 99,598,533 67,908,558 55,496,285 


The Gold Receipts for Customs at New York are reported below: 


Six months ending 1873. 1874. 1875. 
January 1 $ 64,393,092 93 $ 53,535,419 05 $ 54,213,434 19 
In January 10,703,626 44 10,042,084 05 8,072,846 12 

$ 75,156,719 37 $ 63,577,503 10 $ 62,286,280 28 


“ The Exports from New York to Foreign Ports in the Month of January compare 
as follows: 
1873. 1874. 1875. 
Domestic produce $ 19,379,497 $ 22,658,022 $ 18,559,948 
Foreign merchandise, free 242,121 278,870 
do. dutiable. 428,932 : 452,585 
Specie and bullion 7,127,989 10,119,325 
Total exports $ 27,178,539 $ 26,116,146 $ 29,410,728 
do. exclusive of specie 20,050,550 23,455,638 19,291,403 
The Exports from New York to Foreign Ports for Seven Months ending Janu- 
ary 31 are subjoined: ; 
1873. 1874. 1875. 
Domestic produce $ 144,412,876 $ 177,962,196 $ 154,596,071 
Foreign free goods 1,161,044 985,015 1,474,085 
do. dutiable 458771444 Ss26S,95E . 200 a 3,729.77 
Specie and bullion 41,972,132 23,500,885 41,722,887 


Total exports $ 192,423,496 $ 207,714,047 $ 201,552,814 
do. exclusive of specie 150,451,364 184,213,162 159,799,927 


DEATHS. 


In FoRT PLAIN, N. Y., on Tuesday, October 13th, aged seventy years, WIL- 
LIAM A. HASLET, President of the ForT PLAIN BANK. 

In FITCHBURG, MAss., on Saturday, December 26th, aged seventy-three years, 
Hon. ALVAH CROCKER, President of the CROCKER NATIONAL BANK, of Tur- 
ner's Falls, Mass. 

In NASHVILLE, TENN., on Monday, December 28th, aged fifty-six years, JOHN 
PoORTERFIELD, Cashier of the FouRTH NATIONAL BANK of- Nashville. 

In PAWTUCKET, R. I., on Wednesday, December 3oth, aged seventy-four years, 
APPLETON PARK, President of the First NATIONAL BANK of Pawtucket. 

In BosTON, MAss., on Thursday, January 21st, aged eighty-three years, CHARLES 
SPRAGUE, Cashier from 1825 to 1865 of the GLOBE BANK of Boston. 

In MONTREAL, CANADA, on Thursday, February 18th, aged eighty-one years, 
WILLIAM MOLSON, President of MOLSON’s BANK, Montreal. 

In NEW YoORK,:on Monday, February 22g, aged eighty-one years, SHEPHERD 
Knapp, formerly President of the MECHANICS’ NATIONAL BANK of New York. 





